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POLICIES AND OPERATIONS UNDER PUBLIC LAW 480 
(83D CONG.) 


TUESDAY, JUNE 11, 1957 


Unttrep Srates SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to call, at 10:05 a. m. in room 324, 
Senate Office Building, Senator Hubert H. Humphrey presiding. 

Present: Senators Humphrey, Scott, Symington, Aiken, Thye and 
Schoeppel. 

Senator Humpnrey. I think that we will proceed. Some of our 
colleagues, according to the rollcall sheet indicate that they will be 
here with us in just a few moments. We have Senator Scott and 
Senator Schoeppel. 

I should note for the record—and I think I am correct in this—that 
Senator Schoeppel was one of the original sponsors of Public Law 
480. Is that right, Senator? 

Senator Scuoepret. That is correct, sir. 

Senator Humpureyr. For which your name will always be held in 
honor and just fame. 

Senator ScHorrret. Well, I do not know about the latter. 

[ Laughter. | 

Senator Humrpurey. I am going to read an opening statement to 
set out what I would hope to be the general dimensions and juris- 
diction of this hearing, what we have in mind, and then we will pro- 
ceed to the witnesses. 

This committee has been directed to make a complete study of the 
operation of Public Law 480, as amended, and some of the problems 
which have appeared to have arisen under that law. This measure 
is known as the Agricultural Surplus Disposal Act, or, in more formal 
language, as the Agricultural Trade Development Act. 

At this time, I would like to extend my appreciation to Senator 
Ellender, chairman of this committee, for permitting me to chair 
these hearings because of my special interest in the legislation. I 
accept the responsibility, and I hope I can conduct the sessions in the 
same fine manner and traditions of the fine Senator of Louisiana. 

The scope of the hearings is admittedly wide and sweeping. It 
will involve many Government agencies, not only the Department of 
Agriculture. We will seek basically to determine the extent to which 
surplus agricultural products can be a bigger factor in our foreign 
policy and also be the tool with which we can build up the physical 
resources of our Nation. 
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The hearings will examine the types and amounts of commodities 
that are involved and the techniques now employed for their disposal 
abroad, particularly the effectiveness of the present program. 

Permit me to interject here that while I was in the Middle East and 
parts of Europe on a Foreign Relations Committee assignment re- 
cently, I also looked at the workings of Public Law 480, and I have 
learned from firsthand observation what this law has done and what 
it can do for our foreign relations. I also learned some of the prob- 
lems connected with the programs. 

The committee will discuss the advantages and disadvantages of the 
surplus program abroad with respect to the overall objectives of for- 
eign aid. It will consider the extent and manner in which disposal 
abroad can be more effectively accomplished. It will explore the 
role of the voluntary agencies and will try to determine whether 
through Public Law 480 we have strengthened our domestic markets 
by encouraging world trade, and how this phase might be bolstered. 

In other words, this committee hearing will view objectively the 
pros and cons of all aspects of Public Law 480. 

And I digress from my prepared statement to say that this is trul 
an inquiry for the purposes of constructive legislation. It is not di- 
rected toward trying to prove someone right or wrong, it is directed 
only toward a searching analysis of the possibilities of an improvement 
of either legislation or administration, or the adaptation of the existing 
program. 

Because various angles of foreign trade are involved, the roles of 
many agencies will be reviewed: Department of Agriculture, State 
Department, Department of Defense, Department of Commerce, Of- 
fice of Defense Mobilization, Bureau of the Budget, and the Interna- 
tional Cooperation Administration, among others. This listing of the 
departments and agencies involved in the operation of Public Law 
480 indicates the scope of the program and the difficulties that may 
come about through administration. 

In approaching this problem, it should be clearly recognized that 
Public Law 480 established three methods of disposing of surplus agri- 
cultural commodities. 

In title I, the Secretary of Agriculture was authorized to sell sur- 
plus agriculture commodities for foreign currencies at their par value. 
The proceeds of these sales are deposited to the account of the United 
States Government. These foreign currencies are then available to 
defray the cost of American programs within those countries. As 
most of you know, title I originally was limited to $700 million. Due 
to the success that the Department of Agriculture has had with this 
authority, this limitation has been raised by the Congress until it will 
approach $4 billion if the House approves the extension asked. It 
appears probable that the transactions under title I have, in effect, been 
subsidizing certain foreign currencies, and we have accumulated con- 
siderable sums of such soft currencies. This aspect will get a thorough 
review. 

The largest part of the currency, over half the total, is loaned to par- 
ticipating countries for economic development. It should be pointed 
out that the loans are to be repaid, and as repayments take place, they 
may be used to meet the dollar expenses of the United States in the 
participating countries. 
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I point out here that the sum to be loaned for economic develop- 
ment is a planned program in most instances and not necessarily one 
that has been fully consummated. 

Unlike title I, title II is a clear and specific give-away program 
whereby the Secretary is authorized to give up to a fixed amount of 
his Commodity Credit Corporation stocks to certain nations for 
famine relief and other emergency assistance. And when I say give- 
away I mean a charitable program. I dislike the connotations of the 
word “giveaway” because those of us that are blessed with more pros- 
perity and abundance ought not to talk in a negative and derogratory 
manner about those who may be recipients of charity, 

Two aspects of title III will get attention. 

I want to take cognizance of the role of American voluntary agencies 
under this title. They have established an enviable record of amiable 
foreign relations for this country. 

Another part of this title contains a specific reaffirmation of the 
intent of Congress that the Secretary of Agriculture use his surplus 
stocks to acquire strategic and other materials either to improve his 
assets by taking items which our country needs, which do not deteri- 
orate, and which have cheaper storage costs, or to use these stocks to 
acquire other materials, goods, or equipment required in connection 
with foreign economic and military aid and assistance programs, 

Department officials announced that a general review of barter was 
recently undertaken to see if barter operations are really adding any- 
thing to the expansion of export outlets for United States farm 
products. This hearing will put testimony into the record which 
should provide the answer to this point also. 

These hearings will find out why the title III program has not been 
used to the fullest to dispose of our surplus agricultural stocks. These 
stocks have resulted from the plenty which nature has given us and 
can be used to acquire materials which we now or in the future will 
need in our economy. It will give us a national asset which will re- 
place natural resources which we have already expended or which 
nature never gave us in the first place. 

This committee, then, will seek the answers to such questions as— 
these are only typical and, surely, are not all-inclusive: 

(1) How much agricultural surplus is now being moved abroad 
under the Government disposal programs ? 

(2) How does Public Law 480 help foreign policy ? 

(3) Does the public law save foreign aid dollars? 

(4) How are agricultural surpluses presently disposed of abroad ? 

(5) To what extent can agricultural surplus disposal abroad as 
presently pursued and under changes and implementation of recom- 
mendations serve the objectives of the foreign aid program and the 
United States foreign policy ? 

(6) What alternative methods are possible for the disposal of sur- 
plus agricultural commodities abroad, and what are their relative 
advantages and disadvantages ? 

(7) Can surplus disposal abroad be increased in conformity with 
the objectives of the United States foreign-aid programs and foreign 
policy generally ? 

(8) To what extent has the law enabled Departments other than 
Agriculture to save money that might otherwise have to be requested in 
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appropriations to expand their programs greater than would otherwise 
have been possible under present appropriation levels, or to in any 
way implement or supplement other existing programs being con- 
ducted by such agencies as State, ICA, USIS, Dasertulent of Defense, 
ODM, and others ? 

(9) Is an appraisal needed of the amount for which the Department 
of Agriculture is not otherwise reimbursed which in other than strictly 
a bookkeeping sense are more chargeable to furthering other policies 
of our Government than just farm policies—such as military support, 
foreign aid, State Department foreign policy, and others? 

Now I have addressed the Senate on various issues of Public Law 
480 in advance of these hearings to lay some groundwork. When the 
Committee on Agriculture and Forestry undertook consideration of a 
1-year extension of Public Law 480, with the additional funds neces- 
sary, concern was expressed over the failure of the public to be fully 
informed about the beneficial effects or, let’s put it this way, the effect 
of this program to the departments of our Government other than 
the Department of Agriculture. 

And thus it was decided that the committee undertake to determine 
the contributions of this program to both our domestic and interna- 
tional policies, while at the same time keeping in mind the goal of 
building a better understanding for deciding upon its future 
continuation. 

These, then, are some of the facets of the problem which our com- 
mittee proposes to explore. We are anxious to secure all the facts on 
which wecan base a proper judgment. Anyone who desires to be heard, 
will be heard. I want at this time to welcome all those who have an 
interest in this program and have demonstrated this interest by ap- 
pearing here this morning. 

Now I would also like at this point to have included as a part of 
the record, if my colleagues will so permit, an exchange of correspond- 
ence between myself, as the presiding officer of this hearing, and the 
respective departments of Government. During the past 6 months 
I have corresponded with various departments and agencies of the 
Government which are directly involved with carrying out directions 
of Public Law 480, or which are affected by the provisions of this 
legislation. The replies that I have received to my inquiries throw 
considerable light on the operation of the law, its current status, and 
some of the effect that it has had on farm surpluses, farm income, 
foreign policy, foreign relations, and related phases. Many useful 
charts, by the way, have been developed in preparing these reports, 
and I want to thank the departments of Government for their co- 
operation. 

I would like at this time to include in the record my correspondence 
to the departments and agencies and their responses. The depart- 
ments and agencies involved include the Department of Agriculture, 
Department of Defense, International Cooperation Administration, 
Bureau of the Budget, and the State Department. 

(The documents referred to are as follows:) 
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JANUARY 25, 1957. 
Hon. Ezra Tart BENSON, 
iculture, Department of Agriculture, 
Secretary of Agricu p ec Rh 


Dear Mr. Secretary: As we enter a new Congress, I would appreciate having 

the following statistical ee for guidance in my work on the Senate 
mittee on Agriculture and Forestry: 

oy ~ Quantity ona dollar value of farm commodities owned by the CCC and 

pledged as security for CCC loans, broken down both as to commodity and as 

te whether directly in CCC hands or under loan, when you assumed office as 
retary. 

oe unneabattve figure for the start of the new term of your administration. 

8. Rate of total storage costs chargeable to the Government, unrecoverable 
from farmers, for each of the above periods—by day or month, total, and by 

mmodity. 
ba Estimated savings on storage costs on commodities moved into export 
under Public Law 480, as offsetting comparison to Government loss in accept-- 
ing foreign currency instead of dollars on Public Law 480 sales. 

5. Estimated total of foreign currency obtained through Public Law 480 
sales that have been used to finance activities of Defense Department, State 
Department, International Cooperation Administration, or other United States 
projects abroad, including aid to other countries in economic development, that 
might otherwise have been chargeable to defense or foreign aid appripriations 
had Public Law 480 not been in effect. 

Perhaps to expedite your reply, you may wish to provide answers to the 
first three items and then provide a separate reply on those relating directly 
to Public Law 480. In view of forthcoming discussions regarding continuation 
of Public Law 480, I believe these facts will be most pertinent to better public 
understanding of its constructive purpose. 

Sincerely, 


Husert H. HUMPHREY, 
United States Senate. 


DEPARTMENT OF AGRICULTURE, 


Washington, D. C., February 14, 1957. 
Hon. Husert H. HumpnHeey, 


Committee on Agriculture and Forestry, 
United States Senate. 

DEAR SENATOR HUMPHREY: This is in reply to the first four items of inquiry 
ecentained in your letter of January 25, 1957. The fifth numbered item has 
been answered in a separate letter to you. 

We are enclosing a printed copy of page 3 of the report of financial condition 
and operations of the Commodity Credit Corporation as of December 31, 1952, 
which shows the quantity and dollar value of commodities owned by CCC, and 
pledged as security for CCC loans. Printed copy of this report as of December 
31, 1956, is not yet available, but we are enclosing a typed table showing the 
same information for that date, exactly as it will appear in the report. 

For numbered item 3 in your letter, we are enclosing a table showing, by com- 
modity, the average cost of storing for 1 month the quantity in inventory at 
each of the 2 dates. This can be approximated only because the quantities 
actually in storage change almost daily. We have computed this only for 
quantities in inventory. The Corporation does pay storage on certain com- 
modities (cotton, tobacco, and naval stores) while under loan, but these pay- 
ments are charged to the loan balance. If the producer repays the loan, he 
pays these storage costs; if he forfeits the collateral, these storage costs be- 
come chargeable to the Corporation as a part of the acquired value. 

We do not believe it is feasible to attempt to furnish a quantitative answer 
to numbered item 4 of your letter. There is no reasonable way of determining 
or estimating how long these commodities would have remained in storage if 
they had not moved into export under Public Law 480. We believe Public 
Law 480 has been helpful and constructive, but it is a temporary program in- 
volving extraordinary methods of foreign trade. If we were to push this pro 
gram beyond a certain point, we probably would cut into dollar sales. The 
management and use of the foreign currencies involves substantial problems 
for ourselves and for the nations which provide these currencies. The eventual 
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reckoning of costs to this country must await an accounting and an evaluation 
of the uses to which the foreign currencies are put. However, we believe it 
may be of interest to indicate that the cost value of recorded dispositions out 
of CCC’s inventories moving into export under title I of Public Law 480 through 
December 31, 1956, totaled $678 million, or less than 10 percent of the cost 
value of all commodities disposed of during the 24% years that Public Law 
480 has been in effect. Generally, these commodities are sold for foreign 
currencies at the prevailing export market value, and the amount of foreign 
currencies which have been or will be deposited for this $678 million cost value 
would represent a dollar equivalent of approximately $415 million. Perhaps 
it should be noted that, in accordance with the law, dispositions under title I 
are recorded on CCC’s books as sales at full return and there is no loss reflected 
for these sales in the Corporation’s statements. 
Sincerely, 


Marvin L. McLain, Assistant Secretary. 
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UNITED STATES DEPARTMENT OF AGRICULTURE, CoMMODITY CREDIT CORPORATION 


Estimated average cost of storage for 1 month based on inventory as of Dec. 31, 


1952, and Dec. 31, 1956 














Dec. 31, 1952 Dee. 31, 1956 
Commodity Unit of measure | Quantity Average Quantity Average 
in inven- storage in inven- storage 
tory cost for 1 tory cost for 1 
month ! month ! 
‘Cotton: 
Cotton, extra long staple. .---_-__- Ba siencatetateete int tds clntctetntheess Sschatriaaiens 2, 661 $931 
COUR TRING incite cin cee seek do_... 235, 749 $106,087 | 6, 659, 758 2, 330, 915 
D OS) ee eee ee ae CR an 353, 125 105, 938 145, 161 36, 290 
airy: 
ON siren tccccdcccadecsice Pounds. .-__-.- 2, 706, 874 4,623 | 1,018,772 1, 852 
NN WE ction tic dencaisn aed Diving icns te Bienet pete tigen 131, 076 238 
I i lia ong Ts anthineadii iel iil BOentere to vtned tS demetlih deca sea 234, 022, 441 334, 652 
I MII scies atc ath ccteenes eu nies date do 37, 709, 194 29, 225 | 123, 264, 557 82, 004 
Grains: 
IGE 6 sins 0h a pichdn pad iba Bushels- -------- 3, 062, 120 41,829 | 40, 921, 169 661, 122 
ten EE. 9 ND Stic aiiemaea Hundredwieght 2, 225, 912 66, 777 317, 285 9, 519 
Corn. Bushels. __ 279, 823, 710 3, 707, 664 |984, 278, 214 8, 445, 107 
Onn. fe eee se. Bamdesowelgme:t......:.... se 217, 528 6, 526 
Cottonseed meal..............--- Pounds. ..-- ....| 75, 145, 664 Se, BOA Bvt doctcsan han dsenthbcee 
Flaxseed _- s iol Danes. -...<..- -.- 147,394 2, 473 9, 901 182 
Grain sorghums. Pee a arene ee Hundredweight 194, 349 3,085 | 33, 836, 613 1, 082, 433 
GWG: 26H Jes ict Bushels- ____.--- 4, 495, 592 50, 575 | 33, 548, 369 406, 908 
AOD os con tsenédoncdiets dope mathe Hundredweight- 4, 137 69 | 11,877,733 296, 943 
ia lint aiaees cent ein cance Bushels 6, 257, 229 112, 098 
Seeds, hay and pasture _-__-_-.-- Pounds 76, 441 23 
a winter cover = samceteey ce OB sane ins O67, SEF 4)» 108, SED Busi. hii aa 
Sopher DS ccinitcnnmbietnnpniatetsiine Bushels 17, 375 311 
ice iach ticacisinetatc arcotetirinis sasnaiocn eae do-_..- 840, 184, 362 15, 051, 903 
Ww heat Se asnvesineeaes .-.--| Hundredw eight | 106, 363 3, 191 
Oils and peanuts: | | 
Cottonseed oil, refined... -.....-- | Pounds. .....-.- 275, 872, 652 103, 452 33, 066 17 
I OR rar ancaghtaesn coven : ..do- 189, 742, 742 56, 923 41, 000 12 
Peanuts. ---.-- Juda abba 3) 28 SS. 97, 095, 079 21, 846 | 53, 835, 617 12, 113 
iii ctcdie ut. aa as COcisnnine het leek dil \ 462, 097 139 
Tobacco: 
Naval stores: 
emia? Lith d dt hal | Drum.........-. 318, 729 12,685 | 517, 266 15, 518 
Turpentine....,.-..........-. | Barrels.......--- 10, 493 | 1, 049 14, 386 1, 439 
LODBODD.. ..<5<<04406 moaiencomeiibetie ae Pounds. -.....-- 4, — 677 SiGe Fee asd didnt i 
WER ee a ae 30, 853 | 118 | 73, 243, 703 76, 173 
Dee | a metienteedl <pubephiingdarnipanate 
Total storage cost_.........-.--. | (int thie ata dotplgt ttle ig agntia tontedy | 6, 560,407 |....-..-.... 28, 968, 649 
I | 














1 Represents “2 of the annual charge for handling and storing the commodity for the Ist year’s storage, 
based on averages of rates provided in contracts with private warehousemen at the respective dates, and 
including an approximation of costs of any Government-owned facilities involved. 


DEPARTMENT OF AGRICULTURE, 


Washington, D. C., February 27, 1957. 
Hon. Huspert H. HUMPHREY, 


Committee on Agriculture and Forestry, 
United States Senate. 
DEAR SENATOR HUMPHREY: This is in response to your letter of January 25, 
1957, requesting information concerning uses of foreign currencies obtained 
through title I, Public Law 480 sales. 


Through January 31, 1957, the planned uses of foreign currencies are as 
follows 
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Million dollar} Percent of 
equivalent total 
Agricultural market development (sec. 104 (a@))..---....--------------.------ 31. 95 1.6. 
Purchases of strategic material (sec. 104 (b))....----------------------.------- 7.2 -4 
OME ONpE CEI SIDI, IR ODD, Bote no in ncn cnsonecectcndneasadsoscces 241.0 12.2 
Purchase of goods for other countries (sec. ONIN ste a Bes 23.5 2.3 
Grants for balanced economic development and trade among nations (sec. 
og ARR OO RE ae SR EE a oe 61.5 3.1 
Payment of United States obligations (sec. 104 (f)).-.....-.....-------------- 478. 28 24.1 
Loans for multilateral trade and economic development (sec. 104 (g))-_- a 1,111.7 56. 1 
International educational exchange (sec. 104 (h))-- 17.05 -9 
Translation, publication, and distribution of books and ‘pericdicals (sec. oe : 
Sc ctnaataptniabiag Veoicanoimicgueahh sins ieniiceniawadiaiwetghaiesn ans 7 ‘ 
Assistance to American-sponsored schools, libraries, and community centers 
en Oe GIR eh on canglachatnnscceudbonme<skl boudsneordsaaeseealtesekien 7.0 -3 
Pee ei ie sens een inert rine ls tas Weis eg te Dk cen i de é 1, 980. 93 100.0 


It is pointed out that the $1,980 million total indicates the planned uses of the 
currencies when the agreements are fully implemented. Dispositions of foreign 
currencies, of course, are not made until actual sales under the agreements are 
consummated. At this time, about 50 percent of the value of the commodities 
programed has been shipped. 

In some countries, a substantial amount of the currencies tentatively ear- 
marked for the payment of United States obligations under section 104 (f) is 
sold to Defense agencies for use in meeting the costs of military base construc- 
tion. Large purchases are also made by such agencies as the Department of 
State, and the United States Information Agency which have continuing needs 
for funds to meet administrative and operating expenses. Except for the mili- 
tary family housing program, these purchases are covered by existing dollar 
appropriations. 

Not all of the funds earmarked under section 104 (f) will be used for the pay- 
ment cf United States obligations because a number of agreements include a 
combined total for such United States purposes as 104 (a), (b), (d), (h), and 
(i). These funds will be allocated to specific uses as needs for currencies arise. 

As indicated in the table above, substantial amounts of foreign currencies are 
planned for common defense purposes under section 104 (c) and for economic 
development purposes under section 104 (g). Since the Defense Department is 
responsible for the administration of section 104 (c) funds, and the International 
Cooperation Administration is responsible for the administration of section 
104 (g) funds, we are referring your letter to those agencies for further reply. 

The information which you requested on Commodity Credit Corporation was 
forwarded in a separate letter under date of February 14, 1957. 

Sincerely yours, 
Eart L. Butz, Assistant Secretary. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., March 11, 1957. 
Hon. Huspert H. HUMPHREY, 
United States Senate. 


Dear SENATOR HumpuReY: Reference is made to your letter of January 25, 
1957, to the Department of Agriculture, requesting information concerning uses 
of foreign currencies obtained through title I, Public Law 480 sales, and the 
advice of the Department of Agriculture to you in its letter of February 27, 1957, 
that the Department of Defense would provide you information concerning funds 
used under section 104 (c) of the law. 

The amount of $241 million shown in the Department of Agriculture statistics 
is earmarked for “common defense” activities under section 104 (c) in Brazil, 
Taiwan, Iran, Korea, Peru, Pakistan, and Yugoslavia. To date, however, for- 
eign currency has been apportioned by the Bureau of the Budget to the Depart- 
ment of Defense only for Korea and Pakistan in the dollar equivalent amounts 
of $11 million and $14,860,000, respectively. The $11 million was allocated by 
the Department of Defense to the International Cooperation Administration for 
budgetary support of the Republic of Korea Ministry of National Defense for the 
purchase of military equipment, supplies, and services for the ROK Army, and 
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the $14,860,000 was allocated to the Department of the Army for local currency 
costs of the construction of facilities for the Pakistan Armed Forces. The bal- 
ance of $215,140,000 of foreign currency planned for common defense programs 
in Brazil, Taiwan, Iran, Peru, and Yugoslavia has not yet been apportioned. 

In the absence of Public Law 480 funds, the support of these programs, except 
in the case of Peru, would be chargeable to the defense suport portion of the 
mutual security program. However, the furnishing of this support through MSA 
funds would be contingent upon the priority of the program when viewed in 
terms of worldwide objectives of the mutual security programs. With respect to 
Peru, $100,000 of local currency will be used as part of the United States share, 
to expedite a joint United States and Peru military requirement for the common 
defense which would ordinarily be financed by a regular military appropriation 
but would be extended over a longer period of time. 

In addition to the Public Law 480 currency earmarked for section 104 (c) 
purposes, for which no reimbursement is made to the Commodity Credit Corpora- 
tion, the Department of Defense also uses foreign currencies acquired through 
Publie Law 480 sales to construct or acquire military family housing in foreign 
countries under the authority contained in section 407, Public Law 765, 83d Con- 
gress, as amended. The Department of Defense then reimburses the Commodity 
Credit Corporation for these currencies from the quarters allowances forfeited 
by personnel who occupy these quarters, after deducting amounts chargeable for 
maintenance and operation. As of January 31, 1957, foreign currencies have 
been apportioned to the Department of Defense for construction of military family 
housing as follows: 


United States 
dollar equivalent 


NN iets iask: thts sids sepiievaedeigpesinaageliattetgbacalinindl msibiiazdaiietiaes ail clacaamall $6, 400, 000 
ID ticks, tunis dnsitnnde Diiiiindiaeibivtiiibals iain Tida te ile 2, 700, 000 
I aa saci sgt ascii nti neeaheitneacdnin nil hcenghipiasale talc: cet aii alin, 17, 000, 000 
PR ask he cect ce ist bei gacct eta se 1, 300, 000 
Rated Tie ekitidincds<tdaiasti~cidecatininecdd-hndbaenineneds 15, 200, 000 

WD asi cciesSirns dines asad enctipendaoh bhai eect tical beara aiactada 42, 600, 000 


It will be noted that this total, which represents only title I currencies actually 
apportioned to the Department of Defense for construction of military family 
housing, is substantially less than the amount tentatively allocated for this pur- 
pose in the President’s Fifth Report on Activities Under Public Law 480 to the 
Congress. 

Sincerely yours, 
MANSFIELD D. SPRAGUE, 
Assistant Secretary of Defense (ISA). 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 


Washington, D. C., March 14, 1957. 
Hon. Husert H. HUMPHREY, 


Committee on Agriculture and Forestry, 
United States Senate, Washington, D. C. 


Deak SENATOR HUMPHREY: In your letter of January 25 to the Secretary of 
Agriculture, you asked for the following information: 

“5. Estimated total of foreign currency obtained through Public Law 480 sales 
that have been used to finance activities of the Defense Department, State De- 
partment, International Cooperation Administration, or other United States 
projects abroad, including aid to other countries in economic development, that 
might otherwise have been chargeable to defense or foreign-aid appropriations 
had Public Law 480 not been in effect.” 

In his response to you, the Secretary of Agriculture indicated that he was re- 
ferring this portion of your inquiry to this agency for further reply. This letter 
and the attachment are in reply to your inquiry. 

In this letter I will attempt to cover all of the uses of Public Law 480 cur- 
rencies under subsections 104 (c), (d), (e), and (g). You will note that, under 
Executive Order 10560, responsibility for the administration of 104 (¢c) ecurren- 
cies lies with the Department of Defense rather than with this agency. Never- 
theless, because most of the uses to which the 104 (c) currencies have been put 
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thus far are similar to purposes for which currencies generated from the 
defense-support account are often put, and because the defense-support ac- 
count is a responsibility of this agency, I am covering 104 (c) currencies insofar 
as they affect the defense-support appropriation. I understand that the Depart- 
ment of Defense is also treating this category. 

Your letter refers to Public Law 480 currencies which “have been used.” The 
attached table shows that the total of such currencies which have been obligated 
by the International Cooperation Administration as of last November 30 was 
$115,766,791, of which $37.5 million was used in countries where the United States 
was providing economic aid under the mutual security program. Therefore, one 
could say that this is the amount which, in the absence of a Public Law 480, 
“might otherwise have been chargeable to * * * foreign aid appropria- 
tions * * *.” However, I have doubts whether the mutual security appropria- 
tions and obligations would have been higher had this amount of Public Law 480 
currencies not been available. 

This brief answer to your question fails, however, to get at the very real 
problem with which I am sure you are concerned ; namely, What is the relation- 
ship between Public Law 480 and our foreign aid programs? Therefore, I am 
taking the liberty of treating this subject somewhat more fully than is actually 
called for by your inquiry and, accordingly, you will note that I have attached 
a table which gives you the latest data which we have obtained on Public Law 
480 currencies in every country in the world. 

This table shows the total planned uses under subsections 104 (c), (d), (e), 
and (g). Although it is not reflected in the attached table, which goes only 
to November 30, 1956, the grand total of such planned uses from sales made 
through December 31 comes to $1.4 billion. I hasten to point out that this 
does not represent the amount which otherwise would have been included in our 
foreign aid programs. For reasons which I will discuss, it would be impossible 
to quantify the savings to the mutual security program resulting from the opera- 
tion of Public Law 480. 

In order to understand the relationship between the two programs, it is first 
necessary to lay aside those parts of the mutual security program in which there 
is no significant possibility of using Public Law 480 in lieu of mutual security 
funds. These parts are the military assistance programs (title 1), the technical 
cooperation programs (title III), and, for the most part, the miscellaneous cate- 
gory included in Title IV: Other Programs. Military assistance programs, of 
course, can never make use of Public Law 480 commodities, and, in the limited 
cases where it can use Public Law 480 local currencies, it has been decided that 
it would be procedurally wise to buy these from the United States Treasury with 
military assistance dollars. Technical cooperation can, with minor exceptions, 
never use either Public Law 480 commodities or local currencies to pay for the 
technicians, participants, or demonstration supplies of which it is comprised. 
Title IV consists of many elements, of which the largest are the President’s con- 
tingency fund, contributions to the Palestine refugee program, and administrative 
expenses. To the extent emergency or contingency requirements develop which 
can make use of either Public Law 480 or currencies, this will have the effect of 
saving funds which otherwise might have been charged to the President’s Con- 
tingency fund. However, thus far in fiscal year 1957, there have developed 
potential requirements, which cannot be met by Public Law 480 transactions, 
which look as though they will fully utilize available contingency funds. The 
administrative expense limitation could not, of course, make use of Public 
Law 480 currencies except purchasing them with dollars. Thus far it has not 
proved possible to use Public Law 480 transactions in lieu of appropriations for 
contributions to the Palestine refugee program. 

Thus, in order to find opportunities for using Public Law 480 commodities or 
currencies in lieu of appropriated dollars, it is necessary to turn to two appropri- 
ations: defense support development assistance. With the minor exception of 
104 (d) (triangular) currencies, Public Law 480 sales in non-mutual-security- 
program countries can never substitute for appropriated funds. Therefore, the 
question of substitutability comes down to those countries in which there are 
both substantial Public Law 480 sales and defense support or development assist- 
ance programs. Within these relatively few countries, the possibility of savings 
may arise in two ways. 

First is in the case where Public Law 480 commodities substitute for commodi- 
ties which otherwise would have to be furnished under the mutual security pro- 
gram. Insofar as possible, Public Law 480 sales are designed to have the effect of 
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increasing consumption. On the other hand, MSP funds would not ordinarily be 
used to increase consumption. Hence, the latter often substitute for agricultural 
imports which the recipient country would otherwise have to use its scarce for- 
eign exchange for, whereas section 101 of Public Law 480 discourages the use of 
Public Law 480 commodities for this purpose. Hence, insofar as one can ac- 
curately tell in an area where statistics are poor, Public Law 480 commodities will 
not normally substitute for requirements which otherwise would have had to be 
covered by the mutual security program. However, within the terms of section 
101 of Public Law 480, there may still be a few cases where either by providing a 
needed stockpile of such products or by providing commodities which the country 
otherwise would have had to buy with scarce foreign exchange, a Public Law 480 
sale gives a country a measure of foreign-exchange relief which may reduce its 
need for outside assistance. 

Second is the case where local currencies generated from Public Law 480 sales 
can be used in lieu of MSP-generated local currencies. To the extent that Public 
Law 480 currencies are available at the right time, in the right places, and for 
the right purposes, they may be used in lieu of MSP currencies, thus, in certain 
cases, permitting a reduction in MSP requirements. 

In recognition of the limited possibilities of commodity substitutions and the 
somewhat more frequent possibilities of local-currency substitutions, the Direc- 
tor of ICA instructed personnel in estimating program requirements to reduce 
the defense support or development assistance requests by the amount which, in 
their judgment, could be covered by Public Law 480 commodities or currencies. 
Our ability accuracy to estimate Public Law 480 transactions is, of course, limited 
by factors beyond our control, such as droughts, famines, and floods abroad and 
market conditions in the United States. However, the best possible estimates are 
obtained and applied. 

Similarly, in reviewing our program plans after the Congress has appropriated 
the MSP funds, we have taken these same factors into account in determining 
where and how such funds will be used. At this stage, of course, the data which 
are available are much more reliable. 

The interweaving of these two laws, as well as many other complicating factors, 
such as those listed above, makes it difficult to make a precise estimate as to 
the extent to which, if any, the fiscal year 1957 congressional mutual security pro- 
gram request might have been higher if there had not been the prospect of con- 
tinued Public Law 480 programs, or how the fiscal year 1957 operational programs 
might be different. However, if I were pressed to give my own judgment, I would 
guess that the regional estimates presented to the Director in the fall of 1955 
would have been higher, had there been no Public Law 480, by an amount in the 
neighborhood of $50 million. Whether the Director’s figure, or that of the Presi- 
dent or the Congress would have increased by a like amount, I would not hazard a 
guess. As you well know, many factors must affect the decision of the President 
with respect to the size of a budget request, such as considerations of the proper 
level of expenditures and appropriations for the Federal Government as a whole. 

Therefore, I think it is pretty clear that it would not be fair to say that Public 
Law 480 saved any given total amount of foreign aid. What I think you can say, 
accurately, is that, at least in the defense support and development assistance 
countries (with few, if any, exceptions), the operations of Public Law 480 served 
United States foreign-policy interests. In almost all of these cases, and in a good 
many countries which are not receiving defense support or development assist- 
ance, Public Law 480 has proved, and is proving, an extremely useful supplement 
to our foreign-policy tools. 

Sincerely yours, 
D. A. FrrzGrERALp, 
Deputy Director for Operations. 








FOL ‘ESF ‘9 [000 ‘00T ‘F [FOL ‘E89 ‘OT |000'000'2 000 ‘009°TT |000‘001‘F [000‘000'L |~~~-~-- Pee a nie Fo ee ee ee 9961 IeaA [COST] 
000 ‘000 {000 ‘00% |000‘00E‘S [000°000"E 000 ‘ODE ‘¢ fon wes se aee io neers ae Se a. el GG6I 1894 [BOST 


FOL ‘E8F'6 [000 ‘00F ‘9 |F02 ‘E88 ‘eT [000 ‘000 ‘OT |000‘006‘9T  [000‘00F ‘9 |000 ‘000 ‘OT |---~~~~ —__—— |... hk cons. -:.. | a ae ee T8404 ‘eIquIofoD 


~--------~ lez6 ‘2209 [826 ‘220'9 |000‘089'22 [000000 ‘re [000 ‘0z6‘9 |000 ‘089 ‘zz |------ ee ee ee ee eo Se ee 
000 000% j000‘000‘T |000°000‘s |000‘000‘ |000'000'S — |000‘000°T }000 ‘000° |~~-~---~-~}>==--= = se ees eS ee S961 IWOA [vOST A 










































































OIL OSF 

000 ‘000% {926 ‘220‘2 j¢z6 ‘ez0‘TT [000 ‘089 ‘TE [000‘009‘6E  [000‘0z6‘2 j000 ‘ORO ‘Ig |~~~~~~~-~"]>-- (2) ai eee oe 18303 ‘ary 

7. eu a €bZ ‘918 erl ‘918 —— pene Beate LT (9) ro or ee ee ee ee ee 
y a, ae ok €hL ‘O18 ewes as fs or op dae “te «oe ‘ee te iS wae ae as) ee [e}0} ‘vung 
SO 08% 92 8% [008 ‘2686 [080 ZeT Se |000OZE“TE [000'OZZ‘IF [008 ‘68° [00% ‘Lze ‘TE | ~~~) perme pow nnnnnne sens sess eee 96 IBA [COST T 
e 08% ‘692 ‘8% |008 ‘2686 O80 ‘LST ‘8 [000 ‘OzE'TE |000'02Z ‘IF  008‘Z68"6 [00% ‘LzE ‘IE |--~-- "~~ a ae. Cae een Meo: Sot ee 1830} “Tr2e1g 
ee leet nccotincmonin an |occencneee a doen 
SI £9 ‘248 ‘2 [000 ‘008 ‘s jess ‘ZHO ‘T 000 ‘009 ‘FI 000 ‘00E ‘Zz 000 ‘008 ‘S [000 ‘009 ‘FI | ----- eke a Sree Oe eo Sok fe ee eee Q96T IBAA [BIST 
oe 000 ‘00g ‘T + |000‘00F ‘& |000‘006*S 000 ‘00S‘T [000 ‘006 ‘¢ 000 ‘00r ‘* 000 ‘00S‘T |-~-~"~-"~" Pa oe Se ees tel ee ne te oa ae GS6T IBOA [BOSTT 
a £SE ‘ZHE ‘6 (000 ‘00% OT |Ece ‘ZS ‘6T |000‘000'9T [000002 ‘8% [000 ‘00Z ‘OT |000 ‘00091 | ~~~~~~-- ~~ ae oe eee we" a. CC ee 1890} ‘eTysny 
4 $18 ‘22291 |o00 ‘oor ‘2 p28 ‘zee ‘zz |000‘00L‘21 |000‘00e ‘sz  |o00‘00T ‘2 |oo0 ‘oz ‘ZI |-------~~ 000 ‘o0¢ ea ee cr eM er eee ee ake QS6T IVOA [VOSTT 

000 ‘008 ‘% [000°000‘e 000‘008"s [000 ‘00E‘% 000‘008‘S [000‘000°E 000 ‘00E‘% | ------ eee Soe hae Se pp lee S961 WO [VOST AT 
a “6IS9°LT : 
& 48 ‘%Z0 ‘8T |000 ‘OOT ‘OT |#28 ‘ZzI ‘8z |000‘000‘0Z [000 ‘00T ‘Te [000 ‘00T ‘OT {000 ‘000 ‘0% |-----~ ~~ Gon coos. |7-<<"*="""- Wee eo Shan SS [8}0} ‘vuyjuesry 
oO 5 RTT TR EE TERE De PS F ’ ¥ : 4 
5 899 ‘ZET ‘Soh/62Z ‘198 ‘bLZ| ZEB ‘866 622/000 ‘TEL ‘97S [000 ‘LZ9 ‘Z9Z ‘1|008 ‘6E8 ‘LSF]00Z ‘862 846000 ‘OL ‘19/008 “882 ‘62/008 ‘O8L “F9%)~-- ~~~ ~~ ete ay ee S$91IZUNOD [TB ‘TV}O,L 
o ee ee ee ee, ee ee ee ee ee ee 
Pa (¢1) (21) (ID (01) (6) (8) (2) (9) (¢) (¥) (8) (2) (1) 

? «1910; 
esn Jo} neeng ¢ ONTBA su0y}00S (3) $0I (9) $01 (P) POT (9) FOT 
VOI 10} je3png Aq) [eo 19410 “08g “00g "00g "08g 
e[qBTIeAYy | PeAsesezy + VOI 0% | WBuvYyoxe AOueLMI (Aue Jy) AryuNod pg JuSUTEOIZe 
pewoo[lLy jo oey jo odA], soles JO IB0A [wOSy pus AIQUNOD 
sjjsodop eaneinung g S}USTIOOIZB SO[es JopUN SsesNn pouUuel 


[s}uopeambo Ie[lop $9384g pou ay] 
9961 ‘0g ‘aon fo sv 7gG6] fo PY auUD{sIsspy pun yuawmdopaasg appz, PDunynoUby ‘Osh mT 21.9Ng ‘J 9794) woul fouassna ubrasof fo snynjig 


© NOILVULSININGY NOILVUAdOO/D TIVNOILVNUGLINT 








~ 
-e 


POLICIES AND OPERATIONS 


000 ‘068 ‘61 |9FF ‘922 ‘2Z |000‘00F ‘LL 000 ‘002 ‘96 


000 000 ‘Z2 {000 ‘OOT *b€z|000 ‘000 “Fs 


000 ‘008 ‘1 |000‘00T ‘9 000 ‘oos 
000 ‘029 ‘TT |000 ‘0&9 'Z [000 ‘U0E ‘BI }000 ‘029 “TT 


Sostecmeees wanaeenene|acnenennae[annnnnenenn[aasaennaaaea[anannasennncenennn|-cnsoe="""" "9987 IBQk [GOST 
wnnnecencn=[Stennee acon |iannnnnwewe|annencnennns|rannnnnenenna|innennnen= esenne shy sisenernd pe ssaanss gas +ssesseaupoowowonseeshcowensorensnuanesprorane rose oC ae 
































“~--="""""" 1786 ‘66F ‘IT | 186 ‘66% ‘TT 



































"pz ‘d ‘o1qey JO pus 48 Sej}0m400] 98g 


pipsscessnweyetorncteseenreestnresaraore aes 9961 1804 [OSTA 
Sosanaranan[enwanneann-[snsarntnren[ansanntasnen[snsanssanncna[ennasananna[annanannnan[accaeennan[onnnecenn-[anrcnencsee|ncesscoucca|acceeeccanccnncccc|ecanccneecee S961 1804 [OST 


a ee 1830} ‘uBl] 


ane eene rend oneenennnn|oeceenweese|nncceenenncnioccecoccescncccwcnsncenconcosee 9961 IBOA [BOS T 
weceeseesce|aesessnees wan ans en nn = | = an nnn een | a ma nnn nn ne nn fmm nnn enn nn | ann n nn nnn nn] nn nnn nnn a} ann nn nanan [ann nnnnnnnn|aonnnwennnnnn[oocccnccccncccecnsinonwnnosecssoaaT IOk IGS LT 


sqeydny |------77-----" 1810} “sjseuopuy 


Sen ee eereremgeen eee tamara renner re nora eeeeernt tan 1961 1804 [eosTT 
ehauennen=[ansannnasee|-ssasnnera|aneansenna[ancenasence[nannancnnna-[annonenenescnnnnen|acennnnnenes 9961 1BOk [LOSI 
wanwcnnnnne|ennwnnnnnn|-wennnnnnn-|-nnenane----[--nanne wanna [ona annnnn [ona ncnnnnn-|annnnnn ena] -nnenne ee -[-nnnnnnnnnn|nonnennnnnn |annnonnnnennennnna|awwennene nee 9961 IBAA [8S 


tata ee eee aA a 1830} ‘erpul 


nanan nana a[annnnnnnn-|annennnenne|-n-2neennenn]onnenenreennnenens|onenenene nes 9961 1Bad [VOSA 
ee oe 9961 184 [POS|T 


eta ieee oe Fo te L961 ved [Bost 
rr ee ee a ee. eee ore mr sence a eee ee ee ee QS6I IvaA [BOSTY 
Ne ee ee eee en Ee ee Ln a CUCU S961 IBeA [OSTA 


ee ee [8303 ‘eouvl gy 
ee eee en eR ER, eee L961 BOA [Bost T 


iinet totes (gialeiabadeaacadbats Se re Be te 
ae eee) agate cee Se a En Ee ee nee re 


qa. 1830} ‘puelul 7 


a rn eee 966 IwaA [LOST A 
een hele re rene eerr ern ene O96 IBAA [BOS] I 








































































































——SESS ee — — =|= = 
ee Ee " Senet 000 ‘¢2z ‘Jo00 ‘uz Seer at er Ee Sen eee Po Ore eee Sea ees ts ee ee RE reer eee L961 1804 [BOST A 
: i a ae a . Se a ne a} 6 of eae ee eee ee Py ers Re ee ee eee 9861 Iv04 [LOS] y 
a ee ee E “ ee ee ee se aaieel ena Se gn arene er en es ee ee ee 
ee ee eee . Ce a ae 000 ‘S2z AP ot. on et! | lhe: ee Re eee 
696 ‘8198 |000 ‘00% ‘F |996 ‘S10 ‘eI |--~--------~ 000 ‘008 ‘ee |000‘00R‘® |~~-~-~----]--- > eae POS. a Se Pee eee 996 IBOA [BOST Y 
000 ‘000 ‘9 +=|000 0006 000 ‘000 ‘st 000 ‘0009 |000‘000‘ST [000‘000‘6 [~~~ ~~ >t rTt ttt ll aeaciacaeecaeie anata Se ee CGI IwOA [BOST 
£96 ‘819 ‘FT 000 ‘OOF ‘el $96 ‘8T0 8 000 “000 ‘9 000 ‘008 ‘8¢ _ {000 ‘OOF ‘er ae ee 000 ‘OOF ‘Sh | ---7 7 a oo UsMy} ~~" BIOY “BoI0yy 
986 ‘EL ‘21 Jooo 196 zo 986 ‘869 ‘ST |000 ‘ose ‘eh ‘|000 ‘008 ‘s9 lo00 ‘ 196 % |000‘0s¢ ‘6p |------- ~~ 00S ‘sap ‘S 009 “090°8  |----- eye os ee ia ale “~"""QO6T 1v0A [OST A 
‘ teretioeseees eeenneguentionsnseversns 000 ‘002 ‘T Soe pntreaenns9 pps eee 008 ae a i * "= "~~" ce a ee ce ee See er eee UBATET, 
wD 000 ‘000 ™ Sou oa ~~~1000 ‘000 % {000 ‘000° —_|000 ‘000 ‘% ae ie et eer er 000 ‘000 ‘% |-""""---- Es eae 5 Yermeve ese ““BMBUTAO 
7, bende eer ee Be eae. ee co eet cee te a or ee 
000 ‘000 ‘08 |000 ‘000 ‘E 000 ‘000 ‘88 000 “00¢ ‘66 POT ‘S86 ‘62 000 ‘0008 [000 ‘00S “6g |----~-- ~~~ POT ‘Sse 000 ‘000 ‘ZT |------- SE nT eee ueder 
a 000 ‘000 ‘8 000 ‘000 ‘€ 000 ‘000 ‘S8 |000 ‘OOS * ‘T9 6 |000 ‘000 ‘ss _ {000 “000 ‘e 1000 ‘00S ‘6¢ |--------~ 000 ‘008 ‘¢ |000 ‘000 ‘ZT [--~"~"- >>>" ere sae O96 IB0d [LOST A 
< = — = = = = = =o = = = 
= $86 ‘ZE2 ‘66 |000 ‘196 ‘s 986 ‘£69 ‘007/000 ‘098 OTT s}o00 ‘008 ‘0st |000 ‘196 ‘S 000 ‘oss ‘goT|--------~ 008 ‘826 ‘OT/00S ‘090 “6% |--~ ~~~ "09 |---BA O™ , ~“~=-= "18904 ‘ude 
Sees ee renee en 000 ‘008 ‘89 000 ‘009 ‘at 000 ‘002 * ee 000 ‘000 ‘g 9}--~-"-- ~~~ ere mre ee Sener ee ee 4i6l IBA PeOSTT 
Se sesegenvee re ee eee ee ee ee ee ee ee ee ee ee me re lee 9961 IB0A [BOSTA 
& — 000‘002'% 0000092 |000‘000‘e |000‘o02'z |o00‘000'0 + |o00 ‘00h, |---| === ===> re nn ance nnn manne a 
q ceo ‘¥¥6 000 ‘000 ‘ST |Z80 ‘FPG ‘ST |000 ‘000 ‘0 000 ‘000 ‘cb 000 “000 * 7 ee fe ee ee ee en eee ee ae ATRy] 
wm ze0 ‘err ‘€ 000 ‘009 ‘ZT |ZE0 ‘FG ‘06 000 ‘00 ‘ZE s |000 ‘000 ‘0g _}000 ‘00F ‘ST 000 ‘000 ‘0g |------->> ee ey a ee Q961 IB0A [BOS T 
fe z£0 ‘bh ‘ 000 ‘00S ‘ZT |Z0 ‘FF OZ 000 ‘009 ‘CE 8 , |000 ‘008 ‘SIT -jo00 “000 ra 000 ‘002 ‘T8 |--~-~~->>- i fe oe ae a eer see a 18303 ‘Ale3] 
oO = ee = — =—— SE = — - 
3 ae aT ere eee en 5 000 *00z ‘Or {ooo ‘002 ‘% |000 ‘000 3 ee Re ea eS ME Cee ne eM eas ee LOGI IBOA [ROSTT 
oO IF ‘622 ‘6I j000 ‘ose ‘9 |eTt ‘6ze ‘9z |000 0 ‘06e ‘I 12 |000‘0r6 ‘22  j000‘0¢¢‘9 [000 ‘068 ‘TZ |---------- oe matachsbees (4. TACs pede tiy eg htiores Rae nn era 9961 1804 PLoS 
oy 000 ‘oos ‘OT |000 ‘00s ‘% 000 ‘000 ‘el 000 ‘OOF ‘2 000 ‘000 ‘st 00000 ‘% |000 ‘00> ‘2 pet een ee ee ee cree te ea GOI BOA [BOSIA 
EF ‘62z ‘OE |000 0S0 6 elt ‘628 ‘6E |000 ‘062 $e 000 ‘09 ‘TS 000 ‘OgZ 1 AS 3h pathname ee ee ee ee i iii lanca aceite ag 1810} ‘[owss] 
(€1) (Z1) (11) (OD) (6) (8) (2) (9) (g) (F) (g) (2) (D 
¢ «A9410,, 
osn 41oJ neeing ¢ OBA suo]}008 (3) POI (8) FOI (P) #01 (2) POT 
VOI 10} |ospng Aq [PIO 1e10.L 10430 “009 “00g “00g “008 
VQVIIVAY | poasosezy + VOI 0% | osuUBYOXO A0udLINd (Aue J}) AtjuUnOO pg JUeUTEeITB 
ee ge BORUY ben is Fe oe = ie oe | joowy jo od4A J, soles Jo IweA [ROSY PUB AIQUNOD 
spisodop oaltjenung ¢ S}UOTIIORIZE SOTVS JOpUN sesn pouuUuv[ dg 











[syuareamnbe Ie[[oOp seqyeig poy ~ 
‘u0Q— 9961 ‘0g ‘AON fosv 7g6] fo Py sunjsissy pun yuamdojaaag apps pounynoawby ‘ogy no’ 2NqQNq ‘J 9774 wos fouasina Ubrasof fo snynjg 


18 








19 


POLICIES AND OPERATIONS 























































































































ebupeires: ; 000 ‘008 ‘86 [000 ‘009 ‘Fe [000 ‘002 ‘ez |-~-=~->---|ortntnmooo frre 
996 ‘690 ‘ze [000 ‘00g ‘TT |996 ‘692 ‘89 |000‘000'6 [000‘00T ‘Tz [000 ‘00g ‘TI [000 ‘0006 |--~-----~-]--------~ 000 ‘006 ‘09 
000 ‘008 ‘Ze [000 ‘002 ‘I |000 ‘000 ‘Ze --1000‘000'%9 [000 ‘00g ‘BI |-~~-~~~ ~~ |--- sane e-em (000 ‘008 ‘Ze 
906 ‘698 ‘56 [000 ‘OOF ‘se [996 “6x% ‘061000000 ‘6 [000 ‘00% ‘tzz _|000'000 ‘02 |000 ‘00x ‘ze |--~---=-==}-==== =~ 000 ‘002 ‘88 
999 ‘061 ZI |---~- 999 ‘061 ZI meee es rs tr ben ersee an ria sore ot? 000 ‘000 ‘ZI 
000 ‘00g ‘SI |----->===>> 000 ‘008 ‘SI |-------">> a 000 ‘00g ‘ST 
gee ‘068 ‘Zz |- 999 ‘068 ‘Lz 000 ‘002, ‘22 a sona==e-]=========-1090 (008 ‘28 
fj  ndspenaie ate it ae 000 ‘008 ‘9F — [000 ‘OST ‘Ez 000 ‘OST ‘ez | ~~ 
~----==-=""1066 606 9/066 ‘606 ‘9 |000‘099 ‘2 j000‘00T ST [000 ‘099 ‘2 000099 ‘Z| |--~-=~~---]----nnn = [oven 
000 ‘008 “61. |000 ‘008 “+1 [000 ‘000 ‘6z |000‘002 Fr |000'000°6z [000008 “+1 |000 ‘009 “FI |------~---}--=---- >> _ 
000 ‘008 “Ft {066 ‘60 ‘Iz |066 ‘606 ‘se {000 ‘020'cz |000‘00F ‘06 [000 ‘00c ‘gt |o00 ‘002 ‘gb |----------}-------- : 
000'008 {000 ‘00z‘t j000‘000'% |000‘008 [000000 —|o00‘00z‘t [000'008 = |------= =| --=- mmm fmm 
000'008  |000‘00z‘1 |000‘000% j000‘008  |o00‘000'% —|o00‘o0z ‘I 000'008 = jf 
Eee nskeak st cdo nnenee nn. [000/008 "6 ___ (000 °006 YF fre LTTITTT]TTTTITIII | TIIT Tr /000 006 + 
erry corsss-[o======""===1990'008 6 [000008 |--==-===~=-|-=--====77]-=7---- >= [000 ‘008 + 
Bae eae ts ao ~-----====-1900 ‘008 ‘62/000 ‘ORL ‘ST |000 ‘0z9 ‘OR |~---------]----= == 
P18 ‘920 ‘6z 000 ‘192 ‘6e |FI8 ‘9zz ‘9 |000‘1zL ‘92 |000‘zzo ‘96 000 “ISz ‘6e |000 ‘ILL ‘ge |-~----~- a 
000 ‘008 ‘01 [000 ‘00¢ ‘OT {000 ‘000 ‘Iz [000 ‘008 ‘OT _|000 ‘000 ‘IZ —_|000 ‘008 ‘ot [000 ‘008 ‘or |---~ ~~ 
#18 ‘eee ‘Fe [000 ‘192 ‘08 |PI8 ‘92 ‘FS |000 ‘122 ' 19 000 ‘228 ‘out 000 ‘180 ‘69 [000 ‘T62 ‘201 
ogo 96¢‘¢ |000 ‘002g |o0‘s60‘z |o00‘00r'e [000 ‘001 ‘2 {000 ‘002 ‘e |000 ‘oor 't : 
080 ‘g0e |o00 ‘ooze jogo ‘960 2 L |000‘00' |o00‘001'z [000002 |000‘00F‘e zr 
‘l1zh'0z  |1zh‘0e  |oo0‘oze’® [000 ‘001 ‘9 {000 0Rz ‘T_ jo00 ‘aces |------- 

000 ‘oe ‘s |000‘000'2 |000‘0E¥‘z |o00‘0e¥'s |000‘eF'z —_[000'000'% [ono ‘OER 'S |---=-=--==|--- 
000 ‘08h '¢ _|Iz ‘woz I> ‘0ce‘z |000‘0%2'6 ooo ‘oes ‘et ooo ‘082 ‘e |ooo ‘ose ‘6 |----~ 

000 ‘08% ‘Z |000°000's —_|o00 092/000 09% 7 >} “f 

000'08% % _|000‘000's _|000 ‘0s —_|o00 ‘ove t ‘s 
, 000 ‘000 ‘8 [000 ‘0896 {000 ‘ove ‘z 000 ‘092 ‘TE | 
ze0‘es0‘2 |000‘00r‘e |zeo‘esb ‘or |000 ‘00% [00000691 {000 ‘008 ‘€ |000 ‘08 % 000 (000 ‘IT |~ 
199 ‘$28 ‘TT |€e¥'129‘LT 111000 ‘OOF ‘6z |000'000'0T 000 ‘00% ‘6 —|000‘082 “F [000 ‘000 ‘Or ~-|000 ‘098 ‘FI 
663 ‘196 ‘St leer'1z6"0e 1lze0 ‘ess ‘ee lo00 ‘00s ‘zt 000 ‘oor ‘¢6 000 ‘azo ‘zt lo00 ‘ove ‘er [--------~-[-=-======- 000 ‘029 ‘29 


09 








"¢z “d ‘a[qQvz JO pus 48 S0}01}00] 99g 


~wewenene="" 1061 1B0A [BIST A 


~aw=-=-="==-QoeT Ivad [BSI A 
G96T IBOA [VOSA 


a ee eee [8103 “BIABIsoZN x 


~-[---"=="-""~-go@7 mBaA [BOSTT 
--|-=--=-"="---9087 IBek [COSI T 
-------- [810} ‘miop3ury pezuQ 
~~" £961 1804 [POST 
~~~ “986 1804 [ROSITA 
“""“GG6T 180A [POST T 


1810} ‘Aoyiny, 


9961 IBAA [COST] 
GC6l BOA [ROST A 


“=== ="""198904 ‘puUBIIeY LT 


~~" “4961 IB0A [BOSTT 
~-"-QCGT IBAA [BOSTA 
~-"“@e6I 1804 [VOST A 


"797" "78909 ‘UBMTIE TL 
~""“JO61 IBAA [COST 
~"“Qe6l IB04 [BOST A 
“-"“@eGI IBOA [BOST A 


“SIBIIOP “LN |7 


weyeeed a 1810} ‘uredg 
~-"gegl IBA [vost] 
~~ “@eg] Ivo [OSTA 


aah |) a 1810} ‘[e3n410g 
~~ “ge6T IBOA [OST A 
~-"Q6I IB0A [BOST] 


sefog -[8904 ‘na9g 
~~ “9@61 Iv0A [BOST A 
GG6I IVOA [BST 


soTuBlent) ~>"7e704 ‘Aensvivg 


“-"1061 IBOA [OST] 
9961 ABOA [ROST Y 
~"“@C6I 1B0A [BOOST A 


Pee ee ee ee 1830} ‘uBysTyVT 


















































000 ‘O0T ‘g 9c61 ‘0% “uBr [COs ‘ZeL ‘T Ico ‘SL ‘I £92 ‘LE0'% 000 ‘OUT ‘eg a eee re ae en eee eee 9961 wok [eOST 
eee dee teen ae knee eee eke Sale onakoae en eeniel tped amepeeabanaeen sialon tices ee iB Se ee ee ao a ee 
eee At. ng SOs ZEL T G08 ‘Ze2 ‘I £92 ‘LE0 Z 000 ‘OI ‘g 20%. °°" DEM) Ss wks eas. Se oe ee 18303 ‘s0penoq 
000‘000‘2. = «|--7-"" et cen ae Se! 0 earn Ce er ee er Been a ke rr eee eee rnnnnd 9961 1vaA [OST T 
000 ‘000 ‘ ees aie een ets Base ee een ns S961 4804 [BOS}T 
int eee ea ee Sk atti oes ae Se —e:hCCC Pe sae ee 18303 ‘BIqUIO[ODH 
See Cab Jeo tea eh oe denies y 000 ‘089 ‘2z SeeeeRS! Mey 2 eC eeE Cl. Oe Bo ee ee |. Cy eee 9961 IAA [COST T 
000 ‘000 OS6I ‘OT “G27 [S61 ‘TH 8h SLE St ‘bSL ‘Ef 000 ‘000 “+ ache. Sat ee a em GS6I BOA [BOS] T 
2 ‘ ‘ ‘ 4 4 ‘ ‘ ‘OTTOS ‘ 
o ues: 4.0 S6I ‘T#6 82 ‘BSL ‘e 852 PSL 'E 000 ‘089 ‘TE 82 HSL 'E — ats ee eee 1830} “91TO 
S a canna cee he on dlnecheeian i teenies 
erate areata eee ea a eee ee ea ea ee a eae een eeema Bee Ms Pm a ee een nn bn snanarnsonistareensesounnancanwonenss 9861 IB0A [easy T 
a ean Tie ae tos ee oe Lk ee. | oes ee a. et a Tk SY ——i CO ne eee en ne neee ree 1830} ‘“euLing 
—SS=—|[_——————S OSS OEE OS OES OOO OOOO 
B 000 ‘oze ‘Te aaa) hh. Te ee SIL ‘86 ‘be 000 “0ze ‘Te Pewee... 2 eee Se Pee ee ee a re ee 9961 Ie0A [BSL T 
a 000 ‘oze ‘Te Piet Cora OMRew Ie “Sing beettatcee! et seein erysens SIL ‘86F ‘4 000 ‘oze ‘Te wae es... rT Sa os: 18303 ‘[yze1g 
g 000 ‘008 ‘FI 9961 ‘8% MT te te ek ee ee SO Ne ss 000 ‘00s ‘+I SR ee aN REM APE a Sn eee hers a 9961 Iwo [BOSTT 
000 ‘008 ‘T WORMS Bec a as ue ran 000 ‘00¢ ‘T 000 ‘00s ‘T tae ee ee SG6I awed [BIST 
re gM RB net neti eh nes eile iarate ta hae erederrente 000 ‘00s ‘T 000 ‘000 ‘eT oo0‘oos ‘Tf aa” Se ee 1890} ‘vjIsny 
— i 
ee pee ee ee eee ee ee ee eer Bee Bn nee ner renreeenawecereoonn es 9961 BOA [BOSTT 
ae Fase a weer ee es BSP EES ea ee en me oe eee ee a ta ae eS ee ee GS61 IweA [BOST 
& “61S9°LT 
Tae et ee ee ee cee ae en eee eee a ee ee ee re enc eoesenenenee ae a OE [Serer enahess sewccorcess ee eae 
——————SS=|“— _E_OQ™=ana=[annae==a=a=a=———= —e—c—eEeE=—e—se—=—— —_S | —_—— = SO Oe 
a CSC a wre Uk «OR OL EL. OCR BUD COT! (OO OE SOL «NUR ER RE nnn rrr rorrrrnnnnennseree=- Sd}1}ZUNOO [[B ‘640.1, 
(02) (61) (81) (21) (91) (ST) 29) (@) (2) (D 
qunouy o8q (®AT}RT (0aq3 M/VOI speaoidde ’ pong | O8uByoxe Aouelind (Aus jy) Arjun pe 
Sage -nuind) syueul) = -ey~nuinda) 4q pei01lv wieiz01d yo3png Aq jo 8y jo eddy, qU9uI901Z8 SeTes JO IBEA [vOSY pus AUNOD 
~Os.NQs}q SUO}IB3IIGO vol peuojjiodd y 


SJUSTIO0IZB UBO] Peustg 





[sjzueleaynbea Iv[[oOp s93¥3g PeuUgQ UT) 
"u00—9961 ‘0g ‘aon fosv tog] fo py aunjsissy pup quamdojaaag epvsy pounynawby ‘ogy nv'T 2179qng ‘J 97343 wouf fouassna ubrasof fo snjnjg 


20 








21 


"7% “d ‘o[qQvy JO pua 


48 S030U300} 90g 


—SES . Ss_ OQ 
a ere ee eae s rec eet ye tenes <= tgrreese een tg ene eveenenaneyretamewenanneuneqnnncenas LOGI IBOA [WS T 


——————— fe | | TT LT LN 


—— | Sf | | ff 
SS b ooSS==S_=_«_———anan==—=aS= SS oOUL =a OS eee eee 


Ee te Me ee eee rE ete nt be toe ere ee 9461 180A [BOS] 


ae: 18403 ‘Jowssy 


ee eee ee ee Pe eee ee ee ee a ee ee eed QS6I IBOA [COST .T 
en eee see eee ORSON SOOT NTE ee T CC eNEN NNN E RIO NT EES GS6I AVaA [eOS| FT 


oes 1840} ‘wez] 


— oe Oo > —— [Ss sOVwOUCO38CO a 
ee ee ee ee nn nen ne nreeesecwesnnneg 9961 Iva [BOSTT 
s inahathin ecaciemikcuaeatasaion ia eee ee UM 


SS | | | | 


“--"1840} ‘eIsouopuy 


Dececannnnnnna|pnnncenenneenen[-neensnnenena|-ceeaenencenns | ananccecenans[cenanenesnnes| seaecnnnsnasn[-aeeaemanaa|sananeeencenenwana|-aaecannsaeacennnannennnas LOGI IBOA [OSI T 





000 ‘00 “F 000 ‘0z¢ ‘9 
000 ‘002 “+ 





sme sBUIToVIC, 





S¥IBuIEyIs} NIC, 

















ee ee ee ee A en eee ~"""“sSqIemuuly et a eS ae tpl ee 








none-2e-| 


“= "1" “6TEOSE"O 


ae ee “weeee""spunod erp am Sey 


O96 189A [vOST 


ar Ne [8303 ‘eIpuy 
LOGI 1B9A [BIST 
9961 4vOA [BIST T 
weeeses 1890} ‘e0001p 


QS61 1v0A [ROSTT 
S961 1v04 [BOSTT 


----1830} ‘AuBULIOs) 
LE6I 1B9A [COST] 
9961 Bah [voST 
| a 1830} ‘eouvly 
L961 BOA [BIST A 
YY6I wah [OST T 
ot [8303 ‘pusluyT 


9S6I Beh [wOST A 
GS6I 1BaA [BOS] AT 


seca peeeetreee ee 18103 “WdA3q 








| = : | ~~" 2061 awed [Rost y 
9861 JROA [BIST A 
| -- | | SSI IB0A [BOSTYy 
- saree . aeneeenes ““PQLLL'F eodny : 1830} ‘UB{sTye 
oo SSS IS = — SS |_ —— >>>. _ = 


nica Reo Sasa aeRaa RSL eee -|----- -- . L861 awed [BOST 
dietetics ’ “ oe -| - --- . . 9861 JBOA [BOSTA 
Pontces a wawcecceselpoe - - -<- GS6I IBAA [OSTA 


== : : ~ CLlZZ8°E | ~~ sropriny . [8303 ‘spuBpLIeyION 





SD aA shapetscninia ts pean gi cece ep dew aaelsalnccunhcveoves|pmwssenhe-s-5s[paanaan-ses=s- OGG awa [BOST A 


———_ 000 ‘000 ‘9 000 ‘000 ‘9 000 ‘000 ‘9 000 ‘000 ‘9 000 ‘000 ‘9 : Y " S961 IBAA [BIS] A 
ligt erence 000 ‘000 ‘9 000 ‘000 ‘9 000 ‘000 ‘9 000 ‘000 ‘9 000 ‘000 “9 "008 “7 BAA “18304 “BIO Y 

















000 ‘0S ‘6F 9c6r ‘OI “3ny Dae 7 “""" 1908 ‘Ets ‘6 000 ‘098 ‘6F 0: = ~~" "ggg reed [Rost 


UBMIE,L 


keiep oon rcs Seaieass etait aay ad i atc = beneegilens 000 ‘000 ‘% - “====="1900 ‘000 ‘% Fetes oc . BMBUTAO 
> a . % oT. , . . : —s -; : PMs ce ae ~"""" “CIBUDeT A 


000 ‘00s “6g —s: —. - ~en<nece=== ig ‘gap ‘Zo ae eee 000 ‘008 ‘6S o1 : rae eae a ~-----yBder 


000 ‘00¢ ‘6g eases aT 000 ‘0F9 ‘99 000 ‘0¥9 ‘co Z9¢ ‘G89 ‘69 airbag ae 000 ‘00g ‘T9 atm ee TT ee : : 2s ----gog] Bod [ROST A 


———— eae 














EE SO, ot oti re 000 ‘09 ‘99 000 ‘0*9 ‘99 0z¥ ‘62 ‘69 a ee OTE 9" —so ek a -SeeesSeeet SSeS See eee 


eo wane eee] p een nen eee — - --|--- “~. ae eee ~-="=="""" 1¢6] IBoA [BIST A 
dhiketillinoes . — . “ -- - - Lashes o ———" ean ----"-=-gee, IB0A [BSI] 





T€9 “281 


000 “00¢ 000 ‘00¢ *z 000 ‘00s *% 000 ‘008 *% ae er eras ERE “"""~ “1OBIST 
Fe y x _ 7 = ey ~ATeI] 


000 ‘00s _9s6r ‘Te Aine 


POLICIES AND OPERRATIONS 





000 ‘008 “2 1g9 “281 000 ‘008 *% 000 ‘00S *% 000 ‘008 *% 000 ‘008 ‘2 erase tar eee oe ee “--"="geg, 1B0h [BOST A 
p = ooo Oooo OOS Oe  OOOOOee—e—e—eeee—ee OO 
000 ‘008 *% “1189 ‘281 000 ‘008 *% 000 ‘003 ‘% 000 ‘009 *Z 000 ‘008 *% Sz9 ae eo . acer eer nr om 1830} ‘Ales 














(61) (81) (2D (91) (ST) 629) (€) (Z) (dD 


qunoury aed (QATIBI (ea M/VOI speaoidde » heoing | esuBYyoxe AoudLINd (Aue jy) Aayunoo pe 
-nuino) syueul| + -e[~nuind) Aq peolly wieis0i1d qospng Aq jo ojey jo odAL, qU9UIIIZe SayBs JO IB0A [ROSY puB AIQUNOD 
-OSINQSIC] SUOTIBITIGO VOI peuo}jiodd y 








S}USUIV0IZB UBO] PoUuzIg 








[s}ueyeamnbo sB[[op sezB7g poyuUy Uy) 


a M09—996] ‘0G ‘aon fo sv FEGgT fo PY suNDjsissy pun yuaumdojaaeg aposy, posnynauby ‘ogy nvT 2nqQnq ‘J 974 wos houasina ubrasof fo snynjiy 





of 
N 


POLICIES AND OPERATIONS 


















































pwaceonnps ong 
000 ‘008 “OT S61 ‘9 “990 |628 ‘S68 ‘8 


000 “00s ‘OT 


000 ‘OzT “¢ 9961 ‘9 “IBV 
000 ‘Ogg ‘% geet ‘I “any 


000 ‘OZ *L 








92 “O19 ‘*b 
929 ‘O19 ‘b 


000 ‘008 “( 








000 ‘008 “OT 


000 ‘998 “¢ 





1000.'000 “8¢ 


iM 








000 ‘008 “OT 


000 ‘00¢ “OT 


000 ‘99g ‘¢ 


|000 ‘99g “¢ 








~ “009 


~" “ preece’0 


~~" 1" " " L9862"6 


~~ ==" "99'0S 


----g9"5g |- 


&F 


~~“ 09"8Z 


~~ "90°61 


“09 |-- 





-“sButd 


spunog 


“OT 


~ q8q 


““SIBTTOP “LN 


svjosog 


sopnosq 


safog 


soyUBIeNng) 








‘b% ‘d ‘sej0UjO0] veg 


~~~" 1961 1804 [BOST YA 
3 “"""9G6T IB0A [OST Y 


, — “""""""198404 ‘BLA BTsosn A 


"77777" " "9961 1804 TeosT A 


oor ~~ ees =="""18909 ‘aIOpsuyy poyuy 


"2061 4B04 [BOST A 
~-""gegT 1e0A [eosT gy 
“"" "G6 IBA [BOSTY 


ee 18303 ‘AoyIN 


svete “---"=="9067 IBA [BOST A 
aeekstessn Sa senesonts SO6I 1V0A [BOST YA 


“= "= ---=-18909 ‘DUBIIEUL 


“-"""" 2061 Bad [OST A 


aomed . - ~--""==-@egT Bad [BOST YA 


~"" "18904 ‘UBMIBL 
~~" 2961 1B04 [BOST YA 
~~" gg6l weak [wosty 
~""9e6T IBaA [BOST A 
~-="-" "18303 ‘upedg 


fai dipeeas aelped ~""gegl 1wod [Rost g 
ie 


[8303 ‘TesnqI0g 


~~"9¢61 ea peosT 
~""@¢gl ead [Rost a 


[8403 ‘n19g 


~-"9e61 480A [ROST A 
“" “OCI IB0A [BOST A 


~--18303 ‘Aenseieg 





POLICIES AND OPERATIONS 


24 





"L961 ‘0Z “G94 SOA/ANA J0T101300H 94} Jo BOO Aq porwderg :e01n0g 
*O[QBIIVAB JOU S] SojJUNOO TeeMjJOG UMOPYVIIg IVdA [eds] yJ—ALON 


*(poqBoo[ye sem 000‘098‘bI$) sesodind (9) FOT 10J esueJaqT JO 
queurjiedeq 0} pouosjiodde ozom yoy I8Z‘Eos'bI$ JO JUSTBATNbe sodns oy} sopnypouy 11 
“uch esoundes jo yjsodep uo [euos}{pUoS yUSUTUOIO0ddy 9; 
“siB]jop poyejidoidde VOI 
yitM eseyqoind Joy ysonbel yO 48 Amsvoly, 03 pexsoorre (p) $01 Jepun ‘uBMIey, UT osn 10; 
quoTeatnbe 000'00z ‘I$ PUB ‘UIBUAETA UT OsN JO} JueTBANbe ER'CKR‘ P18‘ I$ OPNOUT JOU SEO] » 
*sie|[Op poyelidoidde yO y3Ta eseyoind 10j sonbel y OJ 38 Aimsvoly, 07 poyweoorys ((J) POT 
Jopun 000‘00r$ PUB (P) FOT JopuN OOO‘OOI‘Z$) yueTearnbe 000‘00S*Z$ OpN[ouy you seoq ¢ 
«¢ SUOTJOVS 1OYIO,, JepuNn pepnypouy 
O18 SJUONIOOIZE SOTVS UT PO}VOTPUT JOU OTB YOTYM JO JUNOUIB 91} ‘8SN (9) FOT 10J SpuNy , 
¢SUOTIIGS 10YIO,, Jepun pepnpouy 
O18 SJUIUIIIIZE SOTBS UT POWBOTPUT JOU o1B YOGA JO JUNOUIv 9Y} ‘aSN (P) FOT 1OJ SpuNg » 


“go3png oy} 
jo nveing Aq ponss] seuT[epins yueLmMod JopuN sjJuNoUIv uINUITXeUI JUESeIdel Vso, ¢ 
*yueuTUOTI0dde a10j0q 
peqezI[qo oq JOU ABUT Spuny powwooTTy *(P) FOT “29s Jo sasodimd 103 usder uy 900‘000'Z 
pues Ajeiy ut o00‘00s*z$ /(2) #01 Jo sesodimd 103 vo10y UT 000‘000'9$ ‘(9) POT JO sesodin 
JO} 909014) Ul ONO‘OLS*9$ :UBYY 10430 (3) FOT ‘00S JO sasodind J10j 918 MOTOq SUTO4! [TV + 
*S[[BJJ10YS 10/puB sjsoo yYySsToy Uy sUOWBTIVA Aq 
pesnes sesuvyo 0} yoofqns ore YOTT_A ‘S}USUIEIIZB SoTBS UO UMOYS SB S]JUNOWIe S}UISIIdOY ¢ 
*JUOTIGOTEAOP OTULOIODE 
PUB OpRI} [e1O}VTTIINUI oJOUIOId 03 sUBO] JULIZ OF —(3) FOT ‘“sUOT}eVU ZuOUIe opel pue 
quoumdojeaep dfuI0U0De pooUB[eq oJ0MIOId OF —(9) FOI “SelJUNOD A[pUeTIj J9q49O 1OJ Sa0T 
-AJOS 10 Spoos Jo oseyoind oy} <UBUY OL—(P) POL ‘“eSUOJOP WOUTUTIOD O43 1OJ S8TITPOUTUTOD 
pus ‘seq][Jovj ‘sTejsojzeur ‘yuoudInbe ArezTyuT 9INd01d OL, —(9) POL :SMOT[OJ SB O18 SESH ¢ 
“OpBUl Weed GABY SJUSUTIOT[V pus ‘s}ueUTUOTIIOdds ‘suoT}BI0T[R 
ANUOLINI-[BOOT TOIYM 4B soyes on Ajlressooou you oie pus ATuo sesodind feuoreus0yuy 
10} UMOYS O18 ([¢ 0} [END syyun AdUeLINI-[BI0] JO JOqUINU 8Y}) SazBl COUBTeG AINSBeL], 1 


"und — 9961 ‘0g “aon fo sv 796, fo PY sunpsissp pun juamdojaaeg apouy pounynowby ‘ogy mT 2Nqnq ‘J 9771) wouf fouasina ubrasof fo snynjig 








POLICIES AND OPERATIONS 25. 


Apri. 13, 1957. 
Hon. Ezra Tart BENSON, 


Secretary of Agriculture, 
Washington, D.C. 


Dear Mr. Secretary: In furtherance of my continuing interest in creating 
better public understanding of the beneficial effects of the Public Law 480 pro- 
gram, I would like you to have your Agricultural Marketing Service compile 
the following information for me as soon as possible: 

A summary of the effect on domestic farm income of exports to date under 
Public Law 480, by total and by commodity—the estimated increase resulting 
from such exports, and the likely loss in income that would have resulted with- 
out such exports. 

A summary of the effect on domestic farm prices of exports to date under 
Public Law 480, by commodities—both on commodities actually exported, and 
other commodities affected indirectly by such exports. For example, soybean 
oil exports must certainly have an effect on prices of cottonseed oil, tallow, lard, 
and other fats and oils as well as on soybeans. 

A summary of the effect on price support levels of exports to date under Public 
Law 480, by commodities, indicating the lower levels which might have been 
put into effect had it not been for 480 movements—for rice, as an example. 

Sincerely, 
Husert H. HUMPHREY. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 19, 1957. 
Hon. Husert H. HUMPHREY, 
United States Senate. 


Dear SENATOR HumMpHREY: This will acknowledge your letter of April 13, 
asking for an analysis of the prices and income effects of exports to date under 
Public Law 480, Since this is a rather complicated subject, involving not only an 
analysis of the effect of Public Law 480 arrangements on supplies and market 
prices of commodities within the United States but also some appraisal of the 
effect of Public Law 480 on the foreign demand and movement of American com- 
modities and questions of what support-price levels might have been for some 
commodities without Public Law 480, we are asking a small task force consisting 
of appropriate representatives from the Agricultural Marketing Service, the 
Foreign Agricultural Service, and the Commodity Stabilization Service to pre- 
pare an analysis along the lines you have outlined. We will transmit the analysis 
or statement to you as soon as it is completed. 

Sincerely yours, 
Ear. L. Butz, Assistant Secretary. 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 31, 1957. 
Hon. Husert H. HUMPHREY, 
United States Senate. 

Dear SENATOR HUMPHREY: On April 19, I advised you to the effect that in 
accordance with your request of April 13, an analysis of the price and income 
effects of export levels under Public Law 480 would be undertaken. 

Attached is a copy of this report. 

Sincerely yours, 
Ear. L. Butz. Assistant Secretary. 


EFFECTS OF TITLE I, PUBLIC LAW 480, EXPORTS ON FARM PRICES, 
INCOME, AND PRICE-SUPPORT LEVELS 


BACKGROUND 


On April 13, Senator Hubert H. Humphrey forwarded a letter to the Secretary 
of Agriculture requesting an analysis of the effect of Public Law 480 sales on 
price-support levels, farm prices, and income of farmers. In response to this 
request a small task force of representatives of several agencies of the Depart- 
ment of Agriculture was appointed. This group submitted the following report. 
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INTRODUCTION 


This analysis is limited to title I of Public Law 480 covering sales for local 
currency. It is believed that this was the intent of the inquiry since the pro- 
visions of titles II and III are either limited in scope or embrace barter and 
other export programs that existed under prior legislation. Thus the analysis 
covers the current authorization of $3 billion, virtually all of which has been 
committed under signed agreements. 

While farm prices and farm incomes have risen somewhat as a result of this 
expenditure, it should be noted that there is no basis for translating the entire 
$3 billion directly into farm incomes. First, the export market value of the 
commodities moving under the CCC cost authorization of $3 billion will be be- 
tween 2.0 and 2.1 billion dollars. This is due to the fact that over $225 million is 
being used to finance the ocean freight costs of title I shipments on United States- 
flag vessels and that the law requires that CCC costs be used in charging amounts 
against the appropriation. 

Exports under title I have been effective primarily in helping reduce large 
accumulated surpluses and in preventing further accumulations. This in turn 
has resulted in a substantial reduction in CCC handling and storage costs. 

The corollary objective of Public Law 480 is to build expanded foreign markets 
for United States agricultural products. This is a longer time objective and 
the benefits to American farmers will accrue in the years to come. While few 
immediate results can be expected, evidence is growing that the improved diets 
abroad 2s the result of title I sales and the market development activities con- 
nected with the program will be reflected in future exports. 


Prices RECEIVED BY FARMERS 
COTTON 


Exports of cotton under title I of Public Law 480 will probably result in the 
support level and hence the price received by farmers for the 1957 crop of cotton 
being about three-quarters of a cent per pound higher than would have been true 
in the absence of this legislation. The reasons for this are explained in the 
discussion of the effect of Public Law 480 exports on the level of price supports. 

Prices received by farmers for the 1954 and 1955 crops of cotton were affected 
only slightly, if at all, by exports under title I of Public Law 480. Public Law 
480 exports of cotton in the 1954-55 marketing year were too small to have 
any significant effect on prices. For the 1955-56 marketing year, Public Law 
489 exports amounted to about 500,000 bales, but the supply of cotton in the 
United States was so large that market prices rested on the support level. Thus, 
prices were not affected by the extra exports resulting from Public Law 480 
transactions. 

In the 1956-57 marketing year, exports of cotton have come exclusively from 
sales of CCC stocks at prices 6 to 7 cents per pound below the support level 
for the 1956 crop. 

Exports of cotton under Public Law 480 have been taken from the set-aside 
and the extra disappearance has been counteracted in figuring the support 
price. However, the set-aside is getting smaller and it is likely that any increased 
disappearance in the future would affect the support price. If exports next 
Season under title I of Public Law 480 were to exceed the amount remaining 
in the set-aside (about 800,000 bales at this time) they would have a more 
significant effect on price-support levels and prices received by farmers for 
cotton. 

WHEAT 


The combination of heavy exports in the 1956-57 marketing year and the 
poliev of taking wheat for export under title I, Public Law 480 out of market 
supplies appears to be the major factor in keeping wheat prices near or above 
the support. It is estimated that the average price received by farmers for 
the 1956 crop of wheat will average about 9 cents per bushel higher as a result 
of exports under title I of Public Law 480. It appears likely that the effect on 
the price received by farmers for the 1957 crop will be about the same. 

The effects on prices received for the 1954 and 1955 crops of wheat were 
necligible. This was due primarily to the large supplies of wheat in the United 
States. 
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RICE 


It is estimated that prices received by farmers for the 1955 crop were 19 cents 
and those for the 1957 crop will be at least 27 cents per 100 pounds higher. 
This is due to the higher support prices. These higher support prices are the 
result of additional exports under title I of Public Law 480, as is explained 
in the section on price supports. 

Prices received for the 1954 and 1956 crops were not significantly influenced 
by Public Law 480 exports. The program was not large enough to have affected 
the 1954 crop. Price support for the 1956 crop was set at levels above the mini- 
mum required by law. 

TOBACCO 


oxports of tobacco under Public Law 480 had little, if any, effect on prices of 
tobacco. 

As is discussed in the section on price-support levels, support prices for tobacco 
are determined by law, without regard to the supply percentage, and hence were 
unaffected by Public Law 480 shipments. The amounts of tobacco exported 
were, in general, too small to significantly affect the general level of tobacco 
prices. 

CORN AND OTHER FEED GRAINS 


Public Law 480 exports of feed grains probably resulted in slightly higher 
prices for corn and barley in the 1956 marketing year. Public Law 480 exports, 
together with a slightly higher level of price support for the 1957 crop of corn, 
will probably have a similar effect in the 1957 marketing year. The increase for 
corn is probably around 1 cent and that for barley 1 to 2 cents per bushel. 

Quantities of sorghum grains and oats exported under Public Law 480 are too 
small to have significantly affected prices of these grains. 


FATS, OILS, AND OILSEED 


Edible oils and lard are, to a considerable degree, interchangeable, depending 
on relative prices. The price effect of Public Law 480 exports of soybean oil, 
cottonseed oil, lard, and edible tallow on prices of fats, oils, and oilseeds has been 
estimated on the basis of relationships between supplies and prices of edible fats 
and oils generally. 

Prices of lard and edible tallow in 1955 appear to have been about 1 cent and 
those in 1956 nearly 2 cents per pound higher than they would have been with- 
out the Public Law 480 program. Prices of cottonseed and soybean oils were 
raised about 114-2 cents per pound by the program in 1955 and about 2 cents in 
1956. 

Without the program, 1955 and 1956 crop soybean prices to farmers would 
have rested completely upon the support levels. As it was, prices received by 
farmers were about 15 cents for the 1955 crop and about 7 cents for the 1956 
crop above support. Also, the increased export demand resulting from the pro- 
gram enabled the entire 1955 crop to move readily into commercial channels. 
While CCC is expected to acquire a considerable quantity of 1956-crop soybeans, 
the program is helping minimize the CCC takeover. 

Prices to farmers for 1955 and 1956 crop cottonseed were about $2.60 and $9.50 
per ton, respectively, above support. Without the program, 1955 crop prices 
would have been at the support level, while those for the 1956 crop still would 
have been somewhat above support. Public Law 480 exports of cottonseed oil in 
1955-56 come partly from CCC stocks. Without the program, CCC would have 
acquired cottonseed oil from the 1955 crop. No such situation would have de- 
veloped for the 1956 crop, since prices still would have been above support. 

Prices to farmers do not appear to have been affected by Public Law 480 pro- 
grams for fats and oils in 1954. There was no program for lard that year and 
ae" 480 exports of edible oils came entirely from CCC stocks of cotton- 
seed oil. 


MEAT 


Exports of beef and pork products under title I of Public Law 480 were too 


panier to be of measurable influence on prices received by farmers for meat 
animals. 
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INCOME 


Farmers’ cash receipts from sales of farm products may have been increased 
by around $165 million in 1955-56 and by around $275 million in 1956-57, as a 
result of exports under title I of Public Law 480. For 1957-58, the amount may 
be not greatly different than in 1956-57, although admittedly this figure has to be 
based on much less information than the others. 


The estimated approximate amounts for 1955-56 and 1956-57 by commodities 
are as follows: 


{In millions of dollars] 








Commodity 1955-56 | 1956-57 
ot oi a i ioestenstiferetiriniaielena=inyionroipenenlipinai encase iniastittechiees 
Wheat__ ae 70 
eons Se a as li Re ie i es amie poet 10 |_- 
Tobacco.____- , Sowa Sek Pees : ce 40 | 30 
Corn and other feed grains____- d se 10 
Fats and oils. .........-_-- . golvthbads Geran tbeesbiseabeasace ‘ikl 100 | 115 
Petes ess sares “ anak ; ie ‘ 15 50 

Rage cheid cca asacuceccoteh ath snd batnddvcdaliowsetue 165 275 


The figures for wheat, rice, corn, and other feed grains, fats, and oils are the 
result of multiplying the prices discussed in the price section by quantities 
marketed. 

In the case of tobacco, Public Law 480 exports have resulted in the use of 
larger prospective disappearance figures in the determination of marketing 
quotas. This has increased the size of marketing quotas and hence, total market- 
ings. Thus, income has been increased with little or no increase in prices. In 
the case of meat animals, the increase in income results from the joint effects 
of increased disappearance and prices, neither of which is large enough to be 
separately measurable. 

PRIcE-SUPPORT LEVELS 


EFFECT ON SUPPORT LEVELS THROUGH 1957 


Any effects of exports to date, including 1957 crops, under Public Law 480 on 
price-support levels have been relatively small and generally have been limited 
to a few basic commodities (corn, cotton, and rice). The reason for this con- 
clusion is based on the following : 

1. Designated nonbasic and certain other nonbasic commodities are supported 
at a specific level in consideration of the factors specified in the Agricultural Act 
of 1949. Dairy products, for example, are required to be supported at 90 to 75 
percent of parity to assure an adequate supply. In the case of other nonbasic 
commodities the support level is determined by taking into consideration eight 
factors specified in the Agricultural Act of 1949, one of which is “the supply 
of the commodity in relation to the demand therefor.” For these two groups of 
commodities exports to date under title I, Public Law 480, except soybean and 
cottonseed oil, have not been large enough to have any significant effect on the 
supply or the support level. Although exports of vegetable oils have been large, 
the support price for soybeans, flaxseed, and cottonseed probably would not 
have differed from that announced in any year if Public Law 480 had not been 
in effect. 

2. The effect on the basic crops is estimated to be as follows: 


Tobacco 
No effect. 


Most kinds are under marketing quotas and, therefore, are required to be 
supported at 90 percent of parity without regard to total supply (except fire- 


cured, dark air- and sun-cured, which are supported as a percent of the burley 
support). 


Peanuts and extra long staple cotton 


Support levels have not been affected since no exports have been made to date 
under Public Law 480. 


Wheat 


No effect on the 1955, 1956, and 1957 crops, since support in each year was 
announced in excess of the minimum required under flexible scale. The sup- 
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port level each year reflected approximately 82.5 percent of parity, whereas the 
minimum support level under the flexible scale was near 75 percent of parity, 
with or without exports under Public Law 480. In each of these years the total 
supply for price-support purposes would be about the same if Public Law 480 


had not been in effect, since the quantity exported under Public Law 480 was 
out of the set-aside. 


Upland cotton 


No effect for the 1955 crop because the total exports under Public Law 480 
prior to August 1, 1955, were only 52,438 bales, all of which were out of the set- 
aside, and thus the exports under Public Law 480 did not affect the total supply 
for price support. 

In 1956 support was set at 82.5 percent of parity while the minimum com- 
puted under the flexible formula would have been near 75 percent of parity 
with or without Public Law 480 because all quantities exported under Public 
Law 480 were out of the set-aside. 

For the 1957 crop the minimum announced support level of 77 percent of parity 
would have been possibly 75 percent of parity (27.42 cents per pound instead 
of 28.15 cents per pound). This would occur only if it is assumed that the ex- 
ports used for computing normal supply were reduced from 4.5 million bales to 
4.25 million bales or less, if Public Law 480 had not been in effect. Since exports 
under Public Law 480 all were charged against the set-aside they will have no 
effect in 1957-58 on the total supply for price support purposes. 

Corn 

No effect in 1955 or 1956 since total exports of about 15 million bushels for the 
period through October 1, 1955, were relatively small compared to the total sup- 
ply of 4,266 million bushels for 1955-56 and 4,618 million bushels for 1956-57. 
Further, for the 1956 crop support was in excess of the minimum computed under 
the flexible formula. 

For the 1957 crop, the minimum price-support level announced for the 1957 
crop could possibly have been 76 percent of parity ($1.35 per bushel) instead 
of 77 percent of parity ($1.36 per bushel). This assumes, in million bushels, 
that the normal supply would have been slightly smaller in each year (3,616 
instead of 3,627) and the total supply slightly larger (4,646 instead of 4,616). 
The difference is based on reducing exports used for computing normal supply 
by 10 million bushels, which is approximately the same as the quantity exported 
under Public Law 480 in 1956-57, and by increasing the total supply by approxi- 
mately the total quantity exported under title I from the inception of the pro- 
gram through October 1, 1957. 


Rice 

For the 1955 crop the announced support of $4.66 per hundredweight reflecting 
86 percent of parity may have been reduced to the minimum of $4.47 per hun- 
dredweight reflecting 82.5 percent of parity if Public Law 480 had not been in 
effect. 

For the 1956 crop support was originally announced at 75 percent of parity 
and raised to 82.5 percent of parity under the President’s proclamation that sup- 
port would not be less than 82.5 percent of parity. In view of this proclamation 
exports under Public Law 480 had no effect on the support level for the 1956 crop. 

For the 1957 crop the minimum support price announced would have been 75 
percent of parity instead of 80 percent of parity ($4.16 per hundredweight instead 
of $4.43 per hundredweight). If Public Law 480 had not been in effect, the total 
supply would have been much larger, and consequently the supply percentage 
such that the minimum support would be 75 percent of parity. 


Errects AFrer 1957 


After 1957, the effects of exports under title I on support levels may be some- 
what greater than to date, particularly on cotton and rice. This would result 
primarily on the operation of two factors: 

First, the strengthening of market prices as a result of reduced supplies due 
to exports under title I would tend to increase the parity price. Under the 
modernized formula for computing parity prices (not now applicable to wheat, 
corn, and peanuts) the most recent 120-month average prices received by farmers 
(in some cases, the most recent 10-year season average price) is one of the 
factors used to compute the parity price. The increase in the average price 
due to exports under title I would be reflected in a small increase in the parity 
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prices for the commodity. Through 1957 this effect has been insignificant and 
generally is likely to be relatively small for the next several years. 

Secondly, as exports are continued the cumulative effect on the carryover and 
on the total supply will result in the minimum support level computed under 
the flexible scale to rise above 75 percent of parity, especially in the case of 
cotton and rice. (It may approach 90 percent of parity by 1960 due to the rela- 
tively large exports under Public Law 480, continuation of allotments, and suc- 
eessful operation of the soil bank.) Exports under Public Law 480 for extra 
long staple cotton, peanuts, and corn are likely to continue to be insignificant or 
small and, thus, the total supply would not be materially affected by exports 
under Public Law 480. Most tobacco is being supported at levels which are not 
affected by the total supply. For wheat, the total supply is likely to be such that 
the minimum support would continue to be near 75 percent of parity for several 
years even with continued exports under Public Law 480. Currently, wheat sup- 
plies for the 1957-58 marketing year are estimated at 1,850 million bushels, 
about 400 million bushels more than the quantity needed for the minimum sup- 
port price to rise above 75 percent of parity under the flexible provisions of the 
Agricultural Act of 1949. 


OTHER EFFEecTs OF Exports UNDER TITLE I 


Although the exports to date have not had any major effects on support levels 
(or farm income) the exports have resulted in reductions in CCC costs of 
handling and storing commodities. 

Costs to the Commodity Credit Corporation have been lower because the 
increased demand for exports under Public Law 480 in the market, for such 
commodities as wheat, soybeans, and tobacco, has reduced the quantity placed 
under support and the quantity acquired by CCC in operating price-support pro- 
grams. Further, the increased disposition out of CCC stocks due to exports 
under Public Law 480 has materially reduced CCC in inventory of many com- 
modities, effecting a considerable saving in storage, interest, and handling costs. 

Allotments to date have not been materially affected by exports under Public 
Law 480. For wheat, cotton, rice, and peanuts the 1954-57 allotments were at 
the legal minimum, and for wheat and peanuts will likely continue to be at the 
legal minimum for several years even with exports under Public Law 480. Cur- 
rently, there are no minimum allotments for tobacco and corn (and rice after 
1958). Allotments for most kinds of tobacco have been reduced during the 
past 3 years and for corn the last 2 (1956 and 1957) years. If no exports of 
corn or tobacco had been moved under Public Law 480 programs it probably 
would have been necessary to cut allotments even further. The reduction in 
total supply as a result of exports under Public Law 480 should result in some in- 
erease in farm allotments for corn and tobacco in 1958 and later years, and for 
rice and possibly cotton beginning with the 1959 crop, above those that would 
be determined if no exports had been made under Public Law 480. 


Marcu 20, 1957. 
PERCIVAL F. BRUNDAGE, 
Director, Bureau of the Budget, 
Executive Office Building, Washington, D.C. 

Dear Drrector BRUNDAGE: In approving the administration’s request for a 1- 
year extension of Public Law 480, with an additional $1 billion authorization 
under title I, the Senate Agriculture Committee, of which I am a member, ex- 
pressed considerable concern over failure of the public to be fully informed 
about the beneficial effects of this program to departments of our Government 
other than Agriculture. 

The committee chairman has agreed that further hearings will be scheduled, 
under my subcommittee chairmanship, into contributions this program has made 
to both our domestic and international policies, with a view toward building a 
better understanding for deciding upon its future continuation. 

As background material for such a hearing, I would like to request you to 
provide me with a comprehensive report of how Public Law 480 programs have 
benefited other programs of our governmental agencies, directly and indirectly. 

Specifically, I want to know to what extent it has enabled departments other 
than Agriculture to save money that might otherwise have to be requested in 
appropriations, to expand their programs greater than would otherwise have 
been possible under present appropriation levels, or to in any way implement or 
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supplement other existing programs being conducted by such agencies as State 
Department, ICA, USIS, Department of Defense, Office of Defense Mobilization, 
ete. 

I would appreciate an appraisal of the amounts for which Agriculture is not 
otherwise reimbursed which in other than strictly a bookkeeping sense are more 
chargeable to furthering other policies of our Government than just farm poli- 
cies—such as military support, foreign aid, State Department foreign policy, etc. 

It is not my intent to seek any changes in the present reimbursal provisions, 
for such procedure might just further complicate bookkeeping procedures and 
make the program less accountable. However, I do feel that in fairness to agri- 
culture some showing should be made of the contribution this program is mak- 
ing to Government policies and programs serving all the American people rather 
than just farmers. 

I have endeavored to obtain some of this information from individual agencies. 
Because responsibility for the program was placed with the President by the 
Congress, however, and has been delegated to the Bureau of the Budget and 
various agencies, I believe a coordinated report is necessary to get the true pic- 
ture of a program running across many agency lines. 

Because it is necessary to program ahead under Public Law 480, I want not 
only the actual uses of foreign currencies to date but also the available pro- 
gramed uses. 

If you have any questions about the type of information I am seeking, I would 
appreciate it if you would have your staff people assigned to this task confer 
with my administrative assistant, Herbert J. Waters. 

Sincerely, 
Hvusert H. HUMPHREY. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 6, 1957. 
Hon. Husert H. HUMPHREY, 
United States Senate, 
Washington, D. C. 


My Dear SENATOR HUMPHREY: With further reference to your letter of March 
20, the study I initiated has now been completed, and I am enclosing a copy of 
a memorandum on the use of foreign-currency proceeds of sales of surplus agri- 
cultural commodities which I hope will give you most of the information you 
desire. As you of course realize, the sales program for Public Law 480 is quite 
complex, has been used in many different ways in the respective countries, and 
the proceeds have been applied to many different purposes. I am satisfied that 
the Public Law 480 programs have benefited many other programs of our Govy- 
ernment both directly and indirectly. How to appraise them, however, is very 
difficult, and also how to weight the offsetting disadvantages, of which there 
are quite a few. There can be no doubt but what our disposal program, in spite 
of its objectives, has had the effect of dumping certain surpluses and has an- 
tagonized our allies and neutral nations. Furthermore, to some extent it has 
replaced regular exports through normal channels of trade. Here again the 
extent and the evaluation of the detriment is practically impossible to assess. 

I am sure that the citizens of aided countries have lived better than they 
would have without Public Law 480 and we have disposed of a lot of surplus. 
Whether that has also stimulated excessive production which will harm us in 
the future is difficult to appraise. 

The proceeds of Public Law 480 sales have helped us to construct Government 
buildings; military housing; improve roads, docks, and railways; but have been 
applied principally to internal developments benefiting the country’s own 
economy. 

Cordially yours, 


PERCIVAL BRUNDAGE, Director. 
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Uses oF ForEIGN CURRENCY PROCEEDS OF SALES OF SURPLUS AGRICULTURAL COM- 
MODITIES AUTHORIZED BY TITLE I oF PuBLICc Law 480, 84TH CONGRESS 


The sales program authorized by title I of Public Law 480, 84th Congress, is 
inevitably one in which mixed interests are brought to bear because of the per- 
mitted uses of the sales proceeds. The primary interest in consummating sales 
is that of expanding the export of surplus agricultural commodities, but the per- 
mitted currency uses make this program of considerable interest to other agency 
programs. This mixture of interests is shown by the fact that it has been found 
necessary to establish a complex interagency committee structure to review pro- 
posals and ,to delegate responsibility for various aspects of the administration 
of the program to different agencies. 

This mixture of interest makes it impossible to make definitive and noncon- 
troversial allocation of costs to or of benefit among the various programs whose 
interests are served, since such an allocation would depend on judgments con- 
cerning the motivation of decisions that were made, and concerning the outcome 
of alternative courses of action which were not followed, on each of which there 
is room for wide disagreement by reasonable men. It can be determined with- 
out argument that in certain cases local currencies are purchased by agencies 
within existing appropriations. In other cases currencies are used for author- 
ized purposes in addition to current appropriations, expanding agency programs 
beyond what had been approved by the Congress through the appropriation 
process. 

The following summary table presents the general pattern of allocations and 
disbursements of Public Law 480 proceeds revealed by the latest available data. 


Uses of Public Law 480 sales proceeds 























Allocations through Disbursements through 
Mar. 3, 1957 Dee. 31, 1956 
| " “a | nie 
Millions | Percent Millions | Percent 
Category of uses: | 
eg a TE Ee ne ae ee ee ee $1, 441 72 $121 13 
iat 5 de pein bieentcenerec=sy (1, 131) SO lee ioe [ssieeed aeaieanes’ 
TE ce Ce oka e oes (61) | ic. eacees Ph adootinde 
Military grants_-___- Setsse IE (249) | iiss i cits hasdishiiscneccd ys 
Nonreimbursable agency use-__-_........-.--------- 33 | 1 | a 
Po naan s 79 4 ee sencae sk 
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I a ict rian dite eccmeeetritiinnodinw 1, 698 | 85 | 180 | 19 
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Sales agreements Deposits 
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This summary is based on a breakdown of agreed currency uses which is 
presented in greater detail on the following page and discussed in the remainder 
of this study. 

For purposes of simplification and clarity the various uses have been grouped 
in four categories: “Country assistance,” “Nonreimbursable agency use,” ‘“Mili- 
tary housing,” and “Purchase by agencies.” Unallocated amounts, whose use 
has not yet been determined, are also shown. 

“Country assistance” includes all uses which are of primary interest and bene- 
fit to the receiving country and which may generally be regarded as being the 
essential incentive for the accomplishment of the supplementary export of the 
surplus commodities at market prices. This grouping includes development loans 
under section 104 (g), mutual defense assistance under section 104 (c), and 
development grants under section 104 (e). The amounts, and essential condi- 
tions of all these uses are always specified in the sales agreement. 

All of these uses parallel certain aspects of the mutual security program, and 
currencies allocated for them are administered by the ICA or the Department of 
Defense. These funds make possible an expansion of development or defense 
activity in the purchasing countries beyond that financed under the mutual se- 
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curity program. Agencies responsible for foreign -policy and operations have 
frequently welcomed opportunities for relating Public Law 480 programs to for- 
eign policy objectives. In some cases the need for additional military or eco- 
nomic aid has increased the proportion of proceeds used for country assistance 
or expanded a proposed sale. Supplementing the aid program has, however, 
generally been a biproduct of efforts to increase the exports of surplus agricul- 
tural commodities. It would thus be extremely difficult to say that any signifi- 
cant share of the proceeds used for country uses is “chargeable to the mutual 
security or other programs related to the accomplishment of foreign policy 
objectives.” 

The ICA, in developing subsequent assistance program budgets takes account 
of the availability of Public Law 480 funds for purposes for which dollars might 
otherwise be requested. This relationship has been covered by the ICA in past 
testimony before the Committee on Foreign Relations, Foreign Affairs, and 
Appropriations, and Dr. FitzGerald’s March 14 letter to Senator Humphrey. 
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“Nonreimbursable agency use”.—In this category are grouped the eight uses 
of sale proceeds which permit an expansion of certain agency programs beyond 
current appropriations. These uses are (1) the development of foreign markets 
for agricultural commodities, section 104 (a), Department of Agriculture; (2) 
purchase of strategic materials for the supplemental stockpile, section 104 (b), 
ODM; (3) purchase of goods for export to third countries when authorized with- 
out requiring reimbursement to the CCC under section 104 (d), ICA; (4) pay- 
ment of obligations for travel expenses of congressional committees, section 104 
(f); (5) Fulbright educational exchange, section 104 (h), Department of State; 
(6) the translation, publication, and distribution of books and periodicals, sec- 
tion 104 (i), USIA; (7) assistance to American-sponsored scohols, section 104 
(j), Department of State; (8) assistance to American-sponsored libraries and 
community centers, section 104 (j), USIA. 

Sales programs have generally not been undertaken in order to permit expan- 
sion of these programs. Instead, the existence of the sales program has per- 
mitted their expansion without the necessity of increasing appropriations. Agency 
representatives have made it clear in nearly all cases that appropriated dollars 
would not have been used or requested for the same purposes and that the ex- 
panded activity financed by Public Law 480 sale proceeds did not permit a reduc- 
tion in dollar expenditures. The major exception is the Fulbright exchange 
program, where the use of “free” Public Law 480 currencies is shown along with 
dollars and purchased currencies as parts of a total budget presentation, and 
the dollar appropriation is decided on the basis of a total program level. Fre- 
quently, additional dollars are needed to enable effective use of the local cur- 
rencies in the Fulbright program. 

In the case of 3 agreements, totaling almost $2 million, 90 percent of the pro- 
ceeds have been allocated to agricultural market development and it is clear that 
obtaining funds for this purpose was a main purpose of those sales. Similarly, 
an agreement was expanded by amendment to include provision for a binational 
center. Otherwise, the desire for expansion of these eight programs has not 
played a significant role in achieving sales agreements nor greatly influenced the 
location, size, or terms of agreements. Under these circumstances, the answer 
to the question of whether amounts used for these purposes are more properly 
chargeable to the program for which they were used than to agriculture turns 
upon the answer to the question of whether costs should be allocated on the basis 
of the purpose for which the operation is carried on or on the basis of benefits 
derived, even though incidentally. 

From an overall point of view, the question may be raised as to whether it is 
in fact a “benefit” to the United States for programs to be expanded beyond the 
level permitted by existing appropriations because of the fortuitous circum- 
stances of the availability of foreign currencies accruing from special programs. 
Such expansion may tend to undermine orderly financial practices. It may dis- 
rupt program priorities. It also raises the danger of expanding programs on 
the basis of a resource which may not continue to be available, with resultant 
pressure for future dollar commitments. 

Military housing.—Public Law 161, 84th Congress, as amended, authorizes 
the use of up to $250 million equivalent of foreign currencies received from the 
sale of surplus commodities abroad for the construction of family housing for 
military personnel stationed overseas. Use of the money supplements the cur- 
rent Defense Department construction appropriation. On the other hand, over 
the years, dollar reimbursement of the capital cost of the housing will be made 
to the CCC out of appropriations for the quarters allowances of the personnel 
occupying the housing. It is estimated that 15 to 20 years will be needed to 
effect full reimbursement, assuming full occupancy and normal maintenance 
costs. This time period would be considerably longer if the interest cost of this 
advance by the CCC were also reimbursed. 

Since this use is of significant size and fits neither the “purchase by agencies” 
nor the “nonreimbursable agency use” category, it is isolated. 

“Purchase by agencies.”’—This column includes all uses subject to section 1415 
of the Supplemental Appropriations Act of 1953, which are charged to current 
agency appropriations and result in a current credit to the CCC, through the 
Treasury. The great bulk of this gategory consists of moneys used under section 
104 (f) of Public Law 480 “for the payment of United States obligations,” which 
have been allocated to Treasury for sale to any agency for any purpose for 
which an appropriation has been provided. In addition, certain sums have been 
reserved for sale to particular agencies for particular purposes, such as the 
procurement of aluminum powder in Austria by the Navy or of Italian goods 
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by the ICA for exports as grant aid to Israel. The use of currencies in this man- 
ner, once they have accrued as a result of the operation of the surplus-disposal 
program, does mean that dollars appropriated for expenditure overseas return 
instead to the CCC. This, however, does not necessarily mean that the net 
result of the Public Law 480 sales program has been a savings of dollars in 
the amounts shown in the column “Purchase by agencies” or even that there is 
any net dollar savings at all. 

The law requires that at least 10 percent of the currency accruing from sales 
be reserved for uses in accordance with section 1415 of Supplemental Appropria- 
tion Act of 1953, subject to waiver when its applicability is found to be inap- 
propriate or inconsistent with the purposes of the act. This requirement has 
resulted in currencies being reserved for purchase by agencies, in countries 
where there is no foreseeable agency demand or where existing Treasury for- 
eign currency accounts are already in excess of needs. Some $75 million or more 
of the unallocated sale proceeds in 8 countries are of this nature. Currencies for 
which there is no demand will, of course, not result in dollar purchase even 
though technically earmarked as available for purchase by agencies. 

In the second place, there are dollar costs of the total Public Law 480 opera- 
tion which may equal or exceed the dollars used by agencies for purchase of 
currencies accruing from commodity sales. These costs include the purchase for 
foreign currency sale of commodities not otherwise subject to price-support pur- 
chase (e. g., beef, fruit, lard, poultry) ; processing costs to convert price-supported 
commodities into salable form (e. g., oil seeds to oil, butter for ghee, canning of 
milk and fruit) ; inland freight; and so much of ocean freight as is required by 
United States law to be in United States ships. 

Further, it is argued by many that while all possible attempts are made to 
assure that exports under title I of Public Law 480 are in addition to usual 
marketings, it is impossible to prevent some displacement of dollar sales. This 
would seem especially true of commodities with a generally expanding export 
market. Similarly, it is frequently argued that the larger supplies in export 
markets as a result of sales, barters, and donations carried out under Public 
Law 480 exercise a depressing influence on export prices. The “costs” of these 
aspects of the program have been lower than appeared possible to many at its 
inception, but probably exist, even though not subject to calculation. 

Finally, present legislation is such that surplus disposals, to the extent that 
they increase exports and reduce carryovers, lay the basis for higher production 
quotas and support prices in subsequent years. 


Senator Humpnrey. I also have available to me, made available just 
this past week, during the discussion of the Mutual Security Act, an 
analysis of the foreign currency holdings not purchased with dollars 


of the United States Treasury and other Federal agencies. The first 
paragraph tells what this is about : 


This statement is in response to the inquiry received from Senator Humphrey 
for an administration statement of the total foreign currencies now in the hands 
of the United States Government or which the Government will possess in the 
near future as a result of foreign-aid programs and the operation of Public 
Law 480 with an indication of who decides how these currencies are to be used. 

I would say to Senator Schoeppel and Senator Scott that during 
our consideration of mutual-security authorization, I had insisted that 
we get a full accounting of all available moneys to the respective de- 
partments of Government for foreign-aid purposes, particularly those 
monys that were other than American dollars. And this statement, 
I believe, is exceedingly helpful. Also included with it is Executive 
Order No. 10560, dated September 9, 1954, and then amended on 
May 6, 1957, which relates, as our friends from the Department of 
Agriculture know, to the administration of the Agricultural Trade 
Development and Assistance Act. There will be some comments 
through these hearings on this Executive order, because I think that 
we may have a few problems in the Executive order. 

(The document referred to is as follows :) 
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FOREIGN CURRENCY HoLpiInes Not PuRCHASED WitH DOLLARS OF THE UNITED 
STATES TREASURY AND OTHER FEDERAL AGENCIES 


This statement is in response to the inquiry received from Senator Humphrey 
for an administration statement of the total foreign currencies now in the hands 
of the United States Government or which the Government will possess in the 
near future as a result of foreign-aid programs and the operation of Public Law 
480 with an indication of who decides how these currencies are to be used. 

The statistical information requested is summarized in three attached tables 
which are based on data supplied by Treasury, the ICA, and the Departments of 
Defense, State, and Agriculture. The first table shows the balances of foreign 
currencies held by the Treasury and other agencies on March 31, 1957, the 
latest date for which reasonably complete reports are available. The second 
table shows anticipated collections of local currencies by the Treasury in the 
near future after March 31, 1957, as a result of operations under existing mutual 
security and Public Law 480 authority. No provision is made in this table for 
receipts of local currencies under the extension of Public Law 480 now under 
consideration in the Congress nor as a result of sales under section 402 of the 
Mutual Security Act under the fiscal year 1958 and subsequent mutual security 
programs. The table is based on Public Law 480 sales agreements expected to be 
signed by June 30, 1957, and on section 402 sales through June 30, 1957. The 
third table shows by decades through the end of the century the anticipated 
repayments of interest and principal on foreign currency loans now outstanding 
and those expected to be made from the local currencies reported on the first 
two tables. 

The following table summarizes the data presented on attached tables I and II. 
Over $800 million equivalent of Public Law 480 proceeds are in Government ac- 
counts with more than $1 billion worth still to be received. In addition, the 
ICA and Defense Department are holding over $350 million worth of proceeds 
from the sale of surplus agricultural products under the mutual security pro- 
gram with another $300 million worth anticipated in the near future. Compared 
to these sums the balances of local currencies from other sources presently held 
by the Treasury are minor. The status of these funds and the authority for 
their use is discussed below. The legal requirements and organizational setup 
for Public Law 480 proceeds, section 402 proceeds, and other Treasury accounts 
are quite different and they are discussed in that order. 


Foreign currencies net purchase with dollars in U. 8S. Government accounts on 


Mar. 31, 1957, and anticipated for collection under current mutual security 
and Public Law 480 authority 


[In millions of dollar equivalents] 


erences tii niin 
| On hand, Anticipated Total 
Mar. 31, 1957 receipts 

SE Saas 





Treasury: | 
Public Law 480 collection accounts 





ate ena halal a 690.0 | 1, 053. 1 1, 743.1 

ees ONIN a5 ed ek oh dcr nce bce 100. 3 | (} 2) 100. 3 
ICA: 

Public Law 480 loan accounts ..........--.--.---.-------- | 44.8 | (2) 44.8 

RIN: MII 1. acnss stein td lente lepine aaa supigedsnnanediaiiiiine 266. 1 303. 3 569. 4 
Defense: 

Bas, 0 aid PURE BAW Geo i sich asses see ee 126. 4 | (2) 126. 4 

Housing. __._-- ne aa ss wtcibinnsedinitee igi aaee 23.9 (2) | 23.9 

gg EE ee Re a es 4.3 | (2) } 4.3 

GE io saiiney sendin ded anst nap biclouste oral 1, 255. 8 | 1, 356. 4 | 2, 612, 2 


: ek ce ee | ; 6 , | 


! Receipts from miscellaneous sources are not precictable. 
2 Subject to allocation from existing and anticipated collections of Public Law 480 sales proceeds. 


PUBLIC LAW 480 


Title I of Public Law 480 authorizes the President to make agreements with 
friendly nations for the sale of surplus agricultural commodities for foreign 
currencies. These sales, which are carried out through private channels, result 
in the deposit to Treasury account in banks abroad of the foreign currency 
equivalent of the export value of the commodities. Section 104 of the act au- 
thorizes the use of these foreign currencies for eight designated purposes with- 
out regard to section 1415 of the Supplemental Appropriation Act of 1953. Sec- 
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tion 1415 provides that foreign currencies held by United States may be used 
only as authorized in appropriation acts. Section 104 does provide that at least 
10 percent of the sales proceeds and any use of these proceeds for nonmilitary 
grants shall be subject to section 1415, unless that requirement is waived by the 
President as inappropriate or inconsistent with the purposes of the title. Sec- 
tion 105 of the act provides that any payment for these funds by agencies from 
existing dollar appropriations shall be a reimbursement to the Commodity Credit 
Corporation rather than a miscellaneous receipt to the Treasury. 

These authorizations to the President have been delegated by him to various 
agencies of the Government in Executive Order 10560 of September 9, 1954, as 
amended by Executive Order 10708 of May 6, 1957. Copy of the amended order 
is attached. 

Under the Executive order responsibility for the negotiation of sales agree- 
ments is delegated to the Department of State in accordance with instructions 
provided by an interdepartmental committee chaired by Department of Agricul- 
ture and that for the negotiation of loan agreements and the administration 
of loans to the ICA. Responsibility for allocating specific amounts of sales 
proceeds to the agencies responsible for purposes other than loans is delegated 
to the Director of the Bureau of the Budget. The waiver authority in section 
104 is also delegated to the Director of the Bureau. 

In practice, this complex set of legal authorities and responsibilities works 
by means of a system of close interagency coordination. Requests for a for- 
«ign currency sales agreement, which may originate in the recipient country, 
in the Department of Agriculture, or the Department of State, are analyzed 
by staff of those departments and the ICA, and presented for consideration to 
an interagency committee made up of representatives of the Departments of 
State, Treasury, Defense, and Commerce, the Budget Bureau, the ICA, the ODM, 
and the USIA, under the chairmanship of the Department of Agriculture. This 
committee reviews and agrees on the terms of the proposed agreement. These 
terms always include specification of the commodities to be sold by kind and 
value, usual marketing conditions, exchange rate and currency deposit pro- 
cedures, and a basic division of the currency proceeds between those which 
will be used for the benefit of the purchasing country on a loan or grant basis 
and those which the United States is free to use for other purposes. While 
the texts of sales agreements vary in detail from case to case, a copy of a typical 
recent agreement is attached for information. 

While the sales agreement always specifies the proportion of proceeds to be 
used for loan or grant to the receiving country, it normally does not specify 
the share of proceeds to be used for each of the “United States use” purposes. 
Instead these are normally grouped within the specified total with flexibility 
reserved for the subsequent allocation process. However, at the time of the 
sales agreement there is frequently an indication from participating agencies 
as to what their prosnective needs for local currencies will be and a tentative 
and informal earmarking of proceeds among alternative claimant. This pro- 
posed pattern of use may or may not be communicated during the negotiation 
of the agreement to the recipient country. It is not regarded as binding by 
the Director of the Bureau of the Budget, although it has been given great weight 
in Bureau allocations. 

Confrol over the timing of withdrawal of Public Law 480 proceeds from the 
Treasury deposit accounts is exercised by the Budget Bureau through the ap- 
portionment process. In general, this control is used to insure that the amounts 
reserved by the sales agreement for United States use are protected in total and 
in timing of availability. Generally, the first priority is given to transfers to 
the Treasury for sale to agencies in accord with section 1415. 

Agencies which acquire foreign currencies, whether by purchase from the 
Treasury or by allocation and apportionment without regard to section 1415, 
are responsible for their proper use as if they were appropriated funds. They 
are obligated, disbursed, and reported and audited under essentially the same 
rules as apply to the agencies’ regular appropriations. 

The decision-making process on Public Law 480 sales proceeds is a long and 
complex one, starting with the negotiation of the sales agreement and ending up 
with disbursement by responsible agencies. It is characterized throughout by 
a high degree of interagency consultation and coordination. This is necessary 


because of the interweaving of domestic and foreign policy considerations in- 


volved in Public Law 480 sales and is recognized in the law in that responsi- 
bility is placed on the President. 
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The great bulk of Public Law 480 balances and anticipated deposits shown 
on the attached tables are already committed. They will be drawn in the near 
future for loans to the recipient countries and for other uses, in accordance 
with the terms of the sales agreements and allocations issued by the Bureau of 
the Budget. Allocations are normally in terms of the total amount designated 
for a use in a sales agreement and frequently are issued prior to the full de- 
posit of the proceeds of the agreement. In fact, under the amended wording of 
the Executive order the amounts for loans specified in the sales agreements are 
considered allocated automatically without need for formal action by the Bureau 
of the Budget. Therefore, the status of allocations cannot be related to the cash 
balances of any given date. They are best reviewed on a program basis rather 
than a cash account basis. The situation on this basis is summarized in the 
table attached to the June 5 letter of the Director of the Bureau to Senator 
Humphrey. 


MUTUAL SECURITY SALES PROCEEDS 


Section 402 of the Mutual Security Act directs the ICA to use at least $250 
million of the fiscal year 1957 appropriation available under that act for the 
sale for local currencies of surplus agricultural commodities. The proceeds of 
the sale are to be used for the same purposes as the dollars used to purchase 
the commodities. This requirement is the latest of a series of similar provisions 
starting with section 550 of the Mutual Security Act of 1953 which provided 
that the sales proceeds be used for mutual security purposes. These local cur- 
rencies are in effect purchased with current mutual security appropriations and 
are available only for mutual security purposes. The sale proceeds are de- 
posited initially in Treasury account but are transferred simultaneously and au- 
tomatically by the Treasury to ICA account. Control over their use lies entirely 
in the hands of the Director of the ICA subject to normal agency fiscal proce- 
dures and accountability. 


OTHER TREASURY FOREIGN CURRENCY ACCOUNTS 


The third column on the attached table of local currency balances on hand 
on March 31, 1957, shows the Treasury balance of various accounts other than 
the Public Law 480 deposit accounts. While some of these accounts are subject 
to particular restrictions established by agreement with the host country they 
are virtually all characterized by the requirement that use of funds in them is 
subject to section 1415 of the Supplemental Appropriation Act of 1953 and must 
be paid for out of available agency appropriations. The largest component of 
the $100.3 million balances indicated in this column is $43.6 million equivalent 
which has been transferred from Public Law 480 deposit accounts to Treasury 
sale accounts in accordance with allocations from the Budget Bureau and in an- 
ticipation of agency needs, but which have not yet been purchased by agencies. 
The total also includes $27 million equivalent of 10 percent counterpart result- 
ing from mutual security grant aid which is available for Treasury sale. The 
figures shown also include receipts from the sale of war surplus ($9.5 million), 
reimbursements received under the mutual defense assistance program ($6.5 
million) and balances resulting from the information media guaranty program 
($6.8 million), and smaller amounts from other sources. 

Since these sums are all subject to section 1415, no decision regarding their 
use is needed in the same sense as applies to the Public Law 480 or section 402 
proceeds. They are subject to the normal fiscal management of the Treasury 
and their ultimate use is an automatic function of agency operations since Treas- 
ury Regulation 930 of October 1953 requires all agencies with obligations pay- 
able in foreign currencies to check with the Treasury concerning the availability 
of Treasury-owned balances prior to purchasing needed currencies in the market. 
This regulation also requires agencies to purchase Treasury-held currencies, if 
available, rather than resorting to open market purchases. Foreign currencies 
are sold by Treasury to agencies at the rate the agencies could have obtained 
in the market if none had been held by the Treasury, regardless of the rate at 
which they were deposited. Thus, any exchange loss falls on the Treasury, or 
on the Commodity Credit Corporation in the case of purchased Public Law 480 
currencies, rather than on the using agency. The balances in the Treasury 
“other” accounts have been converted to dollar equivalents at the current sale 
rates, rather than at the deposit rates used for the other figures in the tables. 
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Taste I.—Foreign currencies acquired without purchase with dollars in U. 8. 
Government accounts on Mar. 31, 1957 


{Millions of dollar equivalents at deposit exchange rates 'l 




















Treasury ICA accounts Defense accounts Other 
accounts 
Sec. 550, Public 
Public Public | 402and | Public | Law 480 
Total | Law 480 Sec. 550, | Law 480 | Public | Law 480 | funds al- 
Country sales 402, 505 | funds al-| Law 480 | funds al-| located 
collee- |Other!) sale pro- | located | funds al-| located | for other 
tions ac- ceeds | for loans| located | for mili- | United 
counts ani for mili- tary States 
grants | tary as- | housing uses 2 
sistance 
(1) (2) (3) (4) (5) (3) (7) (8) 
Afghanistan.-_..........--. 1.2 
EL, a ccduconcudaces 24.1 
MIS: wtp aneadcabeinee 36.7 
NI i aise iia eeitiiaieah ches 0.5 
SN cick biceocomucemarens 3.3 
WN os ic tide dt nts seen 16.2 
Ee eee 8.0 
Cambodia 2.1 
Rn orc psscesidhGewesdio ean 
RB ie oo od. Saad 23. 5 
NS ceric iteenateenccenk 18.5 
I bonus sein intemal 12.6 
nS ac Reena, 1.9 
Dominican Republic. - -- @) 
Ecuador....._..-- a 1.3 
aa cai 19.8 
I go cineca ft 
SINE. 6 Sonncncwssetek os 22.4 
| So SE eS .6 
Germany, West..-...---- 39.7 
eae ae 43.3 
“eee oe tk 
Haiti. -- dhe it Ntvaial ai 
I, atacariiticaiinceneli (3) 
EE in ninticunacnnwun (3) 
SS 5a ci ca Dis ected (3) 
DIES Seth sa ctkoditdan 92.5 
ers 52.9 
CR aac cntaty tants qusardieeidind 3.3 
SN Scbttts Rcechieeachnd 3 
ae ea 54.7 
 iatee elect ata 77.9 
a all oitic a  R.. 63. 1 
Ba AR eee F 33. 1 
a a a an 
Netherlands -.....------- 7.1 
en ns Sais (3) 
oo RE Se es 2.8 
NN eg eateries 74.0 
Paraguay -__....-- er ee ae 
ae Uno daeaweene 2.9 
Philippines 19.7 
Poland. -__.....-. cl 
Portugal. 9.9 
MING oc Spwopuaecwslduneciadente 
RNS 65350. dsnnauetaee 162. 4 
UIE i ins ceennins oj Gl aie Teta ii ngarnts lie 
PE cite aie an wie ies 1.7 | 1.2 4 
I re Gn neck cau tacanse oc fenuadthaatidccetce 
y PAPE a eeaee 177 15.7 ee Ri incase ctcen diab sbndbdatendlabeedsbas (3) 
United Kingdom____.._-- 52.0 20. 2 om BAI Siac cide htediesl 13.7 De lenenusneunl 
I nt he ode Sk Rds 1.6 Dy bused camidin lene coateabees6hssakilesten cba 
, SR 240 7 | 120.4 | 22.4 SOS is We OS iiicdaaccee (3) 
attr itnilenhabcareee 1, 255. 8 690.0 |'100.3 266. 1 44.8 126. 4 23.9 4.3 























1 Treasury accounts other than Public Law 480 collection accounts are shown at current Treasury sale 
rates. 

2 All held by Department of Agriculture for market development. Apportionments available to GSA 
for purchase of strategic materials have not yet been drawn fron Treasury account. A'nounts drawn by 
State for educational exchange have already been disbursed to binational educational exchange conmis- 
sions. No funds have jet been apportioned to State for schools or to USIA for books or community 
centers. 

3 Less than $50,000. 
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TaB_eE I1.—Estimated local currency collections after Mar. 31, 1957, under current 
mutual security and Public Law 480 authority * 


[Millions of dollar equivalents at current deposit exchange rates] 
































Cumulative|Public Law| Anticipated collections 
Total sum |Public Law} 480 sales 
Country of cols. 4 480 sales | proceeds to 
and 5 acreements| Mar. 31, |Public Law 
to June 30, 1957 480 Sec. 402 
1957 
(1) (2) (3) (4) (5) 
PII k bccn oon de tin nec qn pe rcen aloes abemigneyl anauabaaensoniencen kanneees banks aieaitaeey ee 
pT ¥ é 3.0 31.1 28. 1 OO 40.2; 2d... 
7 ee é 23. 8 40.9 22. 2 18.7 5.1 
Sar 23. 6 ee ieawent : 6.8 16.8 
Ee i ee eee 2 140 2 179.9 39.7 140. 2 oi. 
Burma _-_ ens 14.9 22.7 7.8 14.9 |__ is 
Cambodia.......-- oc: Madisinda <aissvecen tiliejure tise os vse Sthtbeiapeesa aise asia lean ee Sole 
Poh. cakctwbtuaqididuencaunens em teskoon oe seen onemdibd 2.2 
CR dss citdinthene eal - 14.4 39. 6 25. 2 of eee 
China___-- cmigaekenees 30.7 9.8 7.3 2.5 28.2 
Colombia-- a ‘ 21.3 37.3 16.0 Pie Essentetiene 
Denmark_____ Es Sess sents c’es sacha saun pai She atl ceeicoomptaeaeaciieralat ana a ic 2 4m 
Dominican Republic hdd iudelbscaew tee Sean adbitdhdouw'isa ciitcensdecabiee in oihcens abeigel ods Weald iia 
tin ticheknmee eee 4.7 8.1 3.4 4.7 isin aie cummin 
CR wvnncadguinet .4 19.6 19.2 .4 () 
Ethiopia intsin icles apss gd heady pee ae kareena ddan cepted Rediorstt-ttcieh iss ante i see 
isch mw cteihenns dikcpinnt ‘ 2.2 23.9 21.7 2.3 tak a 
OS a ee and 3 37.9 2.1 .6 1.5 36. 4 
a al walt so mem ales 20. 0 1.2 Bee Reveal 20.0 
Greece _ _ -. Saute on 9.4 46.2 36. 8 QS6 Lacks 
IIS din. b: si deesemontci dessin devel a taeda BB ii cidenugmadbpucncudnuedsheedenatetae | 4.3 
I li ac ‘ siege taal dicébnicedinnpancedap cli ebiteninsehs tlemeeniaenl 
Honduras. - --..-..-- E noaiaacenaddigaemeeaan siibwccc teenies ad 
I 6 ois owaisaans icandpduwovien bbomnehe adden d dale aaah benene campaheineintn thine tbtwenaesenJe pike pw adaa. 
aici cll cesses diahaceinl acne ir aiea 2.8 SABE Bckotacron taal DG hsnclcaauidceies 
EES ar re 318.8 360. 1 73.2 286. 9 31.9 
Ss anadeddnensnéedteoanal 43.9 96. 7 52.8 GO Picks dli ; 
ht madeedatinine be ial 6.9 12.4 5.7 6.7 3 
DN Ei bh sg bp bale ntdwkedediadinnebsensinspapeaeendiin agecoetddeucusiieaesicbnides ead bial 
Se atiteceainiingucdia Li cemenie 18.6 51.6 50.2 1.4 | 15.2 
rhe kk ak pin nsacinarcoe acinar teeta 83. 4 127.9 50.3 77.6 5.8 
i ee ee na mtbinaaieine 21.1 150.8 129.7 SESE Edens 
Eo 5 Satins aeiinaeninceah 91.5 81.6 34.7 46.9 44.6 
ea aia daelaitese india SW Evudacuvocaxiemdenmnam iakiee ee 0.3 
a ase a abit iI a case odes 
ES ng tice bts micieptlibinwicuipe dues imslied dike hivcagaal ai ode eae anaemia deans aitiioma ald BSG a kaeaeins 
a ae «: dinsis ts cetancsdatniasspenletane Hecate tackle tials 5. <li hed ipa laweaticeaabenteeio aml F du ae 
Se 56. 0 120.7 65. 6 55.1 9 
Na ads cis Unlh n nchlGhedehe omdaceae 2.3 3.0 .f Ret clon. 
ar a lakes J 8.7 17.4 8.7 OF Biwthei es. 
SN ea dies and am pach lolanbiaan 32.4 ED faecium 13.5 18.9 
ak ee ee 19.0 Be Becnadtes 18.6 |.--.<- 
ee sisiabdhaeicpuntinito Orcas acneaninaen tiene 7.1 Toei ieetaien Rue 
Somalia-- ---- bei tesialh Ais Sint wile dash Bie Biedecnreuatatedodeaes Pedidos 1.0 
alo 5aisccaies isin ied ea tesla 60. 2 186. 3 135. 2 51.1 91 
Thailand Piimtienaninpbidaals 2.6 4.6 2.0 26 42.205 
‘Tunisia__. Be Caine scan Los bokk Jeona-ase 1.0 
| eee ee eee 72.9 115.8 51.6 64.2 8.7 
United Kingdom nniatalacdtuaincatastansauneataies 28.0 35. 4 7.4 8.0 20.0 
Vietnam Fe ian e a aaa ~ Weak: Camcbancgre vonatannceta mn iy Bt EF 16. 2 
ig cgaktb~ccancudesekakngenee 117.5 221.5 120. 5 101.0 16.5 
SI inh tos wt arndodeahiepicons sion & 1, 356. 4 | 2, 097.7 1,044. 6 | 1, 053. 1 303. 3 
| | 





1 Does not include proceeds from Public Law 480 sales under the $1,000,000,000 extension now before t e 
Congress, nor sec. 402 sales under fiscal year 1958 or subsequent mutual security program appropriations. 


2 Less than $50,000. 
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TABLE III.—Estimated collections of principal and interest on foreign currency 
loans issued or to be issued by ICA under authorizations available under Public 
Law 665 and Public Law 480 through June 30, 1957 


{In millions of dollar equivalents] 








| 
| | Estimated collections of principal and interest 
Country Source of loan |} Loan ; ase eee ae ot ee 
| amounts | ] l 
| Apr. 1, 1957-60 1961-70 | 1971-80 | 1981-90 | 1991-99 
| | | | | 
(1) | @ | (3) | ® | ® | © | @ 
Argentina- Public Law 480__.-- et _| 8.9 10.6} 11.9 8.6 
Austria do 26.3 0.1 | 122 14.0] 148 10.2 
Bolivia... | do. En pape Leen | 2.5 | 2.9 | 3.3 | 2.4 
Brazil do | 149, 2 | ' ee ee | 79.0 | 90.8 63.8 
Burma do 18.1 7.1) 92) 10.8] 7.6 
Do Mutual security pro- | 25.0 | | 1.5 | 13.3 | 15.0 | 10.5 
gram. | | | | | 
Ceylon- do 3 | 2.5 |.. | 1.1 | 1.3 | 1.5 | 1.1 
Chile___- Public Law 480 | 7 12.3 14.6) 16.5 11.8 
Do. Mutual security pro- | 9 | .7 | 4) 
gram. | | | } 
Colombia - Public Law 480_- Ee honk = 10.9 14.8 8.7 | 5.1 
Costa Rica- Mutual security pro- | 2.0) = 1.7 1.0 
|} gram. | 
Denmark. -- do | $3 .4 2.2 | 1 
Ecuador Public Law 480 | 6.3 6.3 1.6 | 
Do. Mutual security pro- | 2.0 1.7 1.0 | ; 
gram. 
Egypt---- do 7.5 | 6 | 3.4 4.1 4.7 2.6 
Greece. Publie Law 480 47.6 | 26.3 24.3 42.7 | 17 
Do... Mutual security pro- 35.0 8 15.7 18.7 21.3 | 14. 1 
yram. 
Honduras do 3.0 1.3 1.6 1.8 1.3 
Iceland Public Law 480 2.2 1.5 1.6 
Do Mutual security pro- 9.0 - 5.0 4.9 3.0 2.1 
gram. 
7 Public Law 480_ -. z 234.1 7 104. 4 124.4 140. 5 100.1 
Do_____...-_..-.| Mutual security pro- 122.5 3.7 37.0 43.9 50.6 32.0 
gram. 
Indonesia_ -_- Public Law 480_______ 77.4 i | C6801 4.21 48 33.0 
Do 4 , Mutual security pro- ee eel ye ’ | 8.1 | 7.8 7.4 4.5 
gram. | | | | | 
ns as Publie Law 480- -- 2.5 eee a ere 1.1 | 1.3 | 1.5 | 1.1 
Peso Mutual security pro- a 
gram. 
Israel _--- ‘ Public Law 480--- -- 36.8 or 19.2 25.3 20.6 | 4.5 
Do Mutual security pro- | 40.5 1.9 18.7 | 21.1 | 23.3 13.4 
gram | | } 
Italy. ‘ Public Law 480- -- 88.0 |_- : 39.3 46.8 52.9 | 37.6 
Japan P do 108.9 9.2} 49.6 58.8 66.0 | 38.6 
Morocco- - - Mutual security pro- 20.0 cs 8.9 10.6 12.0 | 8.6 
gram. | 
Pakistan_ Public Law 480_ 23.6 10.5 12.5 14.2 | 10.1 
Do J Mutual security pro- | 88.0 2.1} 39.0 16.4) 652.6 34.4 
gram. } | | 
Paraguay ---- Public Law 480 aH 2.3 1.3 1.9 | 3 . 
Do Mutual security pro- 1.0 | 8 5 | 
gram. | 
Peru. Public Law 480-_- | 12.6 2 | 7.5 | 7.9 | 2.9 | 2.1 
Do Mutual security pro- | 2.0 : jae 1.7 1.0 | 
gram. 
Philippines -- - Public Law 480 6.6 |_-. . | 2.9 3.5 | 4.0} 2.8 
Do Mutual security pro- | 20.0 ee 8.9 10.6 12.0 8.5 
gram, | 
Portugal. __ Public Law 480. _..._| RA. 1-33 17} 14 2 
Spain bee ‘nc tii tt pian aga 113.1 ¢ 50. 6 60. 2 68.0 47.3 
a Mutual security | 20. 0 1.2 9.2} 10.9] 12.2} 6.5 
program, | | | 
Taiwan__ do 60.0 [31 wat 07 ‘aT ‘aes 
Thailand__- Public Law 480 oon 2.1 | 1.0 1.3 | ) : 
Do | Mutual security 20.0 ese | 8.9] 10.6] 12.0] 8.5 
program, | | | | 
Tunisia_- do ‘ 2.5 Rode 4 1.3 | 1.5 | cy 
Turkey ---- Public Law 480 5 89.3 | , 39.9 37.5 53. 6 38. 2 
Do. | Mutual security 70.0 | iS 31.9 | 37.5 42.5 | 28. 2 
program. 
Vietnam do 50.0 | 10} 22.4) 26.7) 30.1) 20. 4 
Yugoslavia_- | Public Law 480- --.---| 82.7 | -_| 386.7] 440] 49.7] 35.3 
Do Mutual security | 28.5 | wa 9 a SS ee 12.1 
program. 


Total.....-- is _-.-| 1,860.9 | 25.8 | 819.9 | 968.9 |1,0821]| 712.3 





| 
| 
| 
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EXECUTIVE ORDER No. 10560 DatTEeD SEPTEMBER 9, 1954, AS AMENDED BY EXECUTIVE 
OrpER No. 10708, Datep May 6, 1957 


ADMINISTRATION OF THE AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT 
OF 1954 


By virtue of the authority vested in me by section 301 of title 3 of the United 
States Code (65 Stat. 713) and as President of the United States, it is ordered as 
follows: 

Section 1. Department of Agriculture. Except as otherwise provided in this 
order, the functions conferred upon the President by Title I of the Agricultural 
Trade Development and Assistance Act of 1954 are hereby delegated to the Secre- 
tary of Agriculture. 

Section 2. Foreign Operations Administration. The functions conferred upon 
the President by Title II of the Act are hereby delegated to the Director of the 
Foreign Operations Administration. 

Section 3. Department of State. (a) The functions of negotiating and entering 
into agreements with friendly nations or organizations of friendly nations con- 
ferred upon the President by the Act are hereby delegated to the Secretary of 
State. 

(b) All functions under the Act, however vested, delegated, or assigned, shall 
be subject to the responsibilities of the Secretary of State with respect to the for- 
eign policy of the United States as such policy relates to the said functions. 

(c) The provisions of Part III of Executive Order No. 10476 of August 1, 1953 
(18 F. R. 4537, ff.), are hereby extended and made applicable to functions pro- 
vided for in the Act and to United States agencies and personnel concerned with 
the administration abroad of the said functions. 

Section 4. Foreign currencies. (a) There are hereby delegated to the Director 
of the Bureau of the Budget (1) so much of the functions conferred upon the 
President by the Act as consists of fixing from time to time the amounts of foreign 
eurrencies which accrue under Title I of the Act to be used for each of the several 
purposes described in paragraphs (a) to (f), inclusive, and (h) to (j), inclusive, 
of section 104 of the Act, and (2) the function conferred upon the President by 
the last proviso in section 104 of the Act of waiving the applicability of section 
1415 of the Supplemental Appropriation Act, 1953. 

(b) The Secretary of the Treasury is hereby authorized to prescribe regulations 
governing the purchase, custody, deposit, transfer, and sale of foreign currencies 
received under the Act. 

(c) The foregoing provisions of this section shall not limit section 3 of this 
order and the foregoing subsection (6) shall not limit subsection (@) above. 

(d) Purposes described in the lettered paragraphs of section 104 of the Act 
shall be carried out, with foreign currencies made available pursuant to section 
4 (a) of this order, as follows: 

(1) Those under section 104 (a) of the Act by the Department of Agriculture. 

(2) Those under section 104 (b) of the Act by the Office of Defense Mobiliza- 
tion. The function, conferred upon the President by that section, of determining 
from time to time materials to be purchased or contracted for a supplemental 
stockpile is hereby delegated to the Director of the Office of Defense Mobilization. 

(3) Those under section 104 (c) of the Act by the Department of Defense or 
the Department of State, as those agencies shall agree, or in the absence of 
agreement, as the Director of the Bureau of the Budget shall determine. 

(4) Those under sections 104 (d), (e), and (g) of the Act by the Foreign 
Operations Administration. The function, conferred upon the President by sec- 
tion 104 (g) of the Act, of determining the manner in which the loans provided 
for in the said section 104 (g) shall be made, is hereby delegated to the Director of 
the Foreign Operations Administration. The amounts of foreign currencies 
which accrue under Title I of the Act to be used for loans described in para- 
graph (g) of section 104 of the Act shall be the amounts thereof specified, or 
shall be the amounts thereof corresponding to the dollar amounts specified, for 
such loans as sales agreements entered into pursuant to section 3 (a) of this 
order. 

(5) Those under section 104 (f) of the Act by the respective agencies of the 
Government having authority to pay United States obligations abroad. 

(6) Those under section 104 (h) of the Act by the Department of State. 

(7) Those under section 104 (i) of the Act by the United States Information 
Agency. 

(8) Those under section 104 (j) of the Act by the Department of State and 
by the United States Information Agency in accordance with the division of re- 
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sponsibilities for the administration of section 203 of the United States Infor- 
mation and Educational Exchange Act of 1948 (62 Stat. 6) provided by Reorgan- 
ization Plan No. 8 of 1953 (67 Stat. 642) and Executive Order No. 10477 of August 
1, 1953, and by subsequent agreement between the Department of State and the 
United States Information Agency. 

Section 5. Reports to Congress. The functions under section 108 of the Act, 
with respect to making reports to Congress, are reserved to the President. 

Section 6. Definition. As used in this order the term “the Act” means the 
Agricultural Trade Development and Assistance Act of 1954 (Public Law 480, 
approved July 10, 1954, 68 Stat. 454) and includes, except as may be inappropriate, 
the provisions thereof amending other laws. 

Dwieut D. EISENHOWER. 
THE WHITE HOUSE. 


(Letter subsequently filed by the Office of Defense Mobilization is 
as follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., June 12, 1957. 
Hon. Husert H. HUMPHREY, 
United States Senate, Washington, D. C. 


Dear SENATOR HuMPHREY : This is in response to your letter of April 22 request- 
ing a résumé of the participation of this Office in the barter program under the 
Agricultural Trade Development and Assistance Act of 1954, Public Law 480, 
88d Congress. I understand that the information included in this letter will 
serve to reply to a letter of May 9 from Mr. Hughes of your staff. 

You state that the Secretary of Agriculture relies completely upon lists fur- 
nished by the Office of Defense Mobilization as to what materials he will accept 
in barter for surplus agricultural commodities. The lists to which you refer 
are issued by this Office pursuant to our responsibilities under Executive Order 
10560 to determine which strategic and critical materials may be purchased with 
foreign currencies and placed in the supplemental stockpile established by title I 
of the Agricultural Trade Development and Assistance Act, and also materials 
which may be acquired by barter for the strategic stockpile. 

Except where he is requested to obtain specific materials for the account of 
other Government agencies, the Secretary of Agriculture in the exercise of his 
barter authority has by administrative determination limited acquisitions of 
materials by barter to those on the ODM lists. Attached is a copy of a list of 
materials authorized for such purpose by barter in fiscal year 1957. In estab- 
lishing these lists of the ODM obtains the advice of interested and affected govern- 
mental agencies. Policy recommendations and guidance are obtained from the 
Council on Foreign Economic Policy. The Interdepartmental Materials Ad- 
visory Committee, consisting of representatives from the Departments of State, 
Defense, Commerce, Agriculture, and the Interior, International Cooperation 
Administration, Bureau of the Budget, and General Services Administration is 
consulted and gives advice on all materials included on the list. 

In determining what materials shall be placed on the list, efforts are made to: 

(a) Coordinate all Government acquisitions to avoid competition between 
Government agencies for the same material. 

(b) Avoid undue hardship to the civilian economy or disruption of defense 
programs due to large purchases or deliveries spread over too short a period. 

(c) Assure that the materials will be suitable for long-term storage without 
deterioration and will be of a quality adequate to assure usefulness if and when 
they are released from the supplemental stockpile. 

(d) Acquire ores or metals of high grade in order to avoid costly upgrading or 
obsolescence. 

(e) Avoid expansion of foreign supplies and production capacity which might 
undercut the domestic mobilization base needed for national security. 

4 Avoid acquisition of materials in volumes beyond conceivable levels of 
need. 

I hope that the above answers are resporsive to your inquiries. I will be 


pleased to supply any additional information that you may require. 
Sincerely yours, 


Gorpon Gray, Director. 
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STocKPILE MATERIALS LISTED FOR BARTER IN FIscAL YEAR 1957 By ODM 


Abrasives, crude aluminum oxide Magnesium 

Aluminum Manganese, battery-type, synthetic di- 
Antimony oxide 

Asbestos, amosite and chrysotile Manganese, chemical, types A and B 
Bauxite, Jamaica Manganese, metallurgical (including 
Bauxite, Surinam ferromanganese and _ electrolytic 
Bauxite, refractory manganese ) 

Beryl ore Mica, muscovite block, film, and split- 
Bismuth tings 

Cadmium Mica, phlogopite splittings 

Chromite, chemical Nickel 

Chromite, metallurgical Palladium 

Chromite, refractory Quartz crystals 

Cobalt Selenium 

Copper Shellac 

Diamonds, industrial Silicon carbide, crude 

Fluorspar, metallurgical Tale, steatite block 

Graphite, Ceylon Titanium 

Iodine Zine 

Lead 


Senator Scnorrret. Mr. Chairman, might I ask, only by way of 
inquiry, have these replies from the Department been mimeographed ? 
Of course, they will be available in the record ? 

Senator Humrnurey. I am going to ask that they be printed as 
part of the hearing, Senator Schoeppel, and, by the way, none of 
these replies are listed as confidential or are in any way restricted. 
There are 2 or 3 replies which I have in another folder that, when 
we are in executive session, may I say to my colleagues, we will want 
to look over. But the departments have asked that they not be made 
public at this time, because of certain negotiations which are under 
way with other governments. And we have found that when that 
kind of information becomes available, the negotiations are not ex- 
actly helped. 

I want to also express my thanks to the Department of Agriculture 
for the information that it made available to me recently at my request 
concerning exports under Public Law 480 and the effects of title I, 
Public Law 480, Exports on Farm Prices, Income and Price Support 
Level of Foreign Commodities, and that, too, has been made a part 
of the general testimony and record because it is germane to this entire 
subject matter. 

I had copies of that made available as a committee print and I 
would recommend to one and all the reading of this because it is 
rather helpful in terms of understanding what this hearing is about. 

Senator Scuorrret. Mr. Chairman, might I inject at this point 
here, because we have some committee conflicts—all of us—I would 
like the chairman of this responsible part of the committee operations 
here to know that I may be in conflict with some other committees and 
other responsibilities due to which I cannot attend, but I do want the 
record to show that my office will be represented here by Mr. Harry 
W. Frazee, who will be here in attendance at all these hearings. 

Senator Humpurey. I think it would be very well if we had an 
understanding at this point that each Senator 

Senator Scuorpre.. Outside of the executive phase of it, Mr. Frazee 
will be here. 

Senator Humpnurey. Each Senator on the committee should exer- 
cise his prerogative of having a member of his staff here when he 








46 POLICIES AND OPERATIONS 


cannot be here. Because we are now in the throes of about a dozen 
hearings and committee meetings at once. 

I also want to have included in the record the prospectus for public 
hearings on Public Law 480—which my colleagues received—to give 
you a little idea of what we have in mind. 

(The document referred to is as follows :) 


[Office of Senator Hubert H. Humphrey] 


ProsPeECTUS FOR PUBLIC HEARINGS ON PuBLIc LAW 480 
Before the Senate Committee on Agriculture and Forestry, June 1957 


This project will survey the extent to which surplus agriculture products 
can be a bigger factor in our foreign policy and at the same time help the 
domestic farm income. It will examine the operation, administration of this 
program, the relationship of the agricultural program to our foreign policy, 
and what improvements, if any, could be made not only in the administrative 
features, but in the substantive legislation itself. 

The hearing will examine the types and amount of commodities that are 
involved and the present techniques for their disposal abroad and the effective- 
ness of the present program. It will consider whether the United States can 
build up physical resources through barter, while at the same time strengthen- 
ing the domestic market by encouraging world trade. The advantages and dis- 
advantages of the surplus program abroad will be discussed with respect to 
the overall objectives of foreign aid. The extent and manner in which disposal 
abroad can be more effectively accomplished will be considered. 

It is anticipated that during the hearings we shall view objectively the pros 
and cons of all phases of Public Law 480 as follows: 

Title I: Authorizes the use of Commodity Credit Corporation funds or assets 
to finance the export sale of surplus agricultural commodities to friendly 
countries for foreign currencies. The original bill as amended has authorized 
a sum not to exceed $3 billion. <A bill is pending before the House to extend 
the law for a year, and adds an additional billion dollars to that authorization. 
This measure already has passed the Senate. 

Title II: Provides for famine relief and other emergency assistance, providing 
a means by which we can help friendly foreign people in time of urgent need. 

Title III: Provides an authorization for the Secretary of Agriculture to seek 
to protect the assets of Commodity Credit Corporation by bartering surplus 
food and fiber for strategic materials with less risk of deterioration and less 
cost of storage. It is under section 416 in this title that voluntary agencies 
have played a major role in surplus food disposal to the hungry and needy 
around the world. 

FOCUS OF HEARINGS 


I. How much agricultural surplus is now being moved abroad under the 
Government disposal. programs? 
Amount and types of commodities which have entered into special disposal 
programs in past 3 years. 
Volume as a percentage of total United States production, total United 
States surplus, and total world trade. 
Countries to which surplus commodities have been supplied. 
II. What effect has Public Law 480 had on sales, on price support levels, on 
farm prices and on income of farmers? 
The increase in farmers’ cash receipts from the sale of farm products as 
a result of exports. 
The beneficial effect upon the domestic producers and the domestic market. 
III. How are agricultural surpluses presently disposed of abroad? 
Role and methods of the Department of Agriculture. 
Role of the Department of State. 
Role of the International Cooperation Administration. 
Role of the Department of Defense. 
Role of the Office of Defense Mobilization. 
Influence of the Department of Interior. 
Reflections of the Bureau of the Budget. 
Role of the Interagency Committee on Agricultural Surplus Disposal. 
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Role of voluntary agencies. 

Views of the commodity traders, businesses, exporters. 

Views of the national farm organizations. 

IV. To what extent can agricultural surplus disposal abroad, as presently 
pursued and under changes and implementation of recommendations, serve the 
objectives of the foreign aid program and the United States foreign policy? 

Examine limitations and potentialities of functions which the surplus can 
play in connection with foreign aid. 

Determine extent to which the uses of the proceeds in foreign currencies 
from the sales of surpluses can replace or supplement direct dollar assistance 
under the aid programs. 

Plans for possible uses within a few years—1l year, 2 years, or 5 years— 
when foreign currency funds accumulated abroad by the United States in 
the form of loan repayments will be at a peak. 

Plans for possible uses in the next year, 2 years, or 5 years of the funds 
now on hand in account to the United States. 

Learn effects of program on countries now participating—on other export 
countries. 

Determine effects of program on dollar markets. 

Find out effects of the barter program for strategic materials. 

Determine whether the full potential of building up our physical resources 
through barter has been employed. 

Learn effects of role played by voluatary relief agencies. 

Consideration of effect of making local currencies generated by sales of 
United States farm surpluses Overseas available to private industry in the 
form of loans. 

Vv. What alternative methods are possible for the disposal of surplus agricul- 
ture commodities abroad, and what are their relative advantages and disad- 
vantages? 

Role of world organizations, such as Food and Agriculture Organization. 

Examine proposal to establish a Commodity Exchange Union which would 
operate to absorb and reallocate the agricultural surpluses of the underde- 
veloped countries for their mutual economic development. 

VI. Can surplus disposal abroad be increased in conformity with the ob- 
jectives of the United States foreign aid programs and foreign policy generally? 


Senator Scnorpret. Might I say, Mr. Chairman, I think that is an 
excellent approach, gives us some continuity of approach on the mat- 
ter, and is most enlightening, And I want to say to the Senator, very 
frankly, it is most helpful to me. 

Senator Humpurey. Thank you, Senator. 

Now we will proceed with the first witness, and we are very fortu- 
nate this morning to have the Assistant Secretary of Agriculture, 
Mr. Ear! L. Butz. 

Dr. Butz is with us and has general jurisdiction in the Department, 
as I understand it, over Public Law 480 operations, insofar as the De- 
partment of Agriculture is concerned. 

It that correct, Dr. Butz? 

Mr. Burz. Yes, sir. 

Senator Humpnrey. And Mr. Gwynn Garnett is with us, Adminis- 
trator of the Foreign Agricultural Service; Mr. Walter C. Berger, 
Administrator of Commodity Stabilization Service; Thomas R. Raw]l- 
ings, Director of the Barter and Stockpiling Division, Commodity 
Stabilization Service. 

These are representatives from the Department of Agriculture, and 
they may very well want to all sort of participate together. 

Dr. Butz, you had an opening statement, as I understand it ? 

Mr. Burz. Yes, Senator; there is one more man from our Depart- 
ment here that you may want to hear from in the discussion. That 
is Jim Hutchins, who is in our Food Distribution Division. 

Senator Humpnurey. Yes, indeed. 
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Mr. Burz. If we get discussing the distribution of food to the volun- 

tary agencies, I am certain he may be helpful. ; ; 
enator Humpnurey. May I ask the Department if, during these 

hearings, even while your own people are not necessarily here to test1- 
fy, we could have the official in the Department that may be related 
to a particular title under Public Law 480 present, or one of his asso- 
ciates, or assistants, present ? 

Mr. Butz. You mean during the entire hearings? 

Senator Humpnurey. Yes. 

Mr. Butz. Yes; we can arrange that. 

Senator Humpurey. For example, when the voluntary agencies 
are here, it would be very helpful to have them. 

Mr. Burz. Yes; if you will notify either my office or Mr. Garnett’s 
office of what is coming up, we will be glad to have the responsible 
person here. 


Senator Humpnrey. Thank you very much. 
Go ahead, Mr. Butz. 


STATEMENT OF HON. EARL L. BUTZ, ASSISTANT SECRETARY OF 
AGRICULTURE 


Mr. Butz. Senator, I have a brief statement where we have tried to 
keep the background information under control and limit it to things 
of current interest. 

Public Law 480 enacted by the 83d Congress added new tools to the 
kit available for the disposal of agricultural surpluses, and strength- 
ened certain existing authorities. Operations were modest during 
fiscal year 1955, but in fiscal year 1956 exports under the three titles 
of the law accounted for 28 percent of total United States agricultural 
exports. This fiscal year, Public Law 480 exports will probably ac- 
count for at least 30 percent of our agricultural exports. 

Therefore, because of the magnitude of these operations and the 
relatively new approach involved in some of the programs such 1s 
title I, we think it useful for the Congress to review program results. 

Now for a brief look at the three titles of the law: 


TITLE I 


Title I authorizes the sale of surplus agricultural commodities to 
friendly countries for their own currencies in addition to their usual 
purchases from us for dollars. The current $3 billion authorization 
at Commodity Credit Corporation cost has been virtually committed 
in agreements signed with over 30 countries. 

The $3 billion total will result in the shipment of commodities hav- 
ing an export market value of $1.9 billion and the payment of $225 
million in ocean transportation costs. The difference of $875 million 
reflects the higher cost of price-support commodities supplied under 
the program as compared with their export value. 

The law requires that foreign currency sales be in addition to our 
usual marketings and not be unduly disruptive of world prices. This 
provision of the law is sound and fits well wtih our own policy of pro- 
moting export sales for dollars wherever possible. But the require- 
ment is also interpreted to mean that we should not be so aggressive in 
our disposal efforts that we endanger the established markets of other 
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friendly countries. It means that we should not encourage other coun- 
tries to lean on Public Law 480 as a permanent solution to their needs, 
but should use it to encourage them to liberalize their trade with us 
on a dollar basis. 

Under these conditions it is natural that we are placing most of our 
emphasis on programs with underdeveloped countries. These are the 
areas which are short of foreign exchange and where there is greatest 
need for improvement of diets. 

Programs with India, Pakistan, Korea, Brazil and Turkey are good 
examples of this kind of emphasis. The millions of bushels of wheat 
going to India this year is permitting that country to raise per capita 
wheat consumption by about 10 percent and at the same time is helping 
sop up the increased wages received by workers as the result of that 
country’s large economic development program. 

There has been some misunderstanding about payment for commodi- 
ties sold under the program. In accordance with the law, all commodi- 
ties sold under the program are paid for in local currency. All these 
vayments are deposited in special United States accounts established 
c the United States Treasury Department and maintained by United 
States disbursing officers. 

They notify the Treasury monthly of the status of these accounts and 
where there are any discrepancies, prompt remedial action is taken. 
As of March 31, 1957, we had made dollar payments for commodities 
totaling $1,172 million. We had received foreign currency payments 
totaling $1,044 million. The difference results primarily from the 
time lag required for documentation evidencing deliveries to be trans- 
mitted to foreign banks. 

Although the Treasury Department is the custodian of these funds, 
their use is controlled strictly by the Bureau of the Budget. Even 
though the general categories of currency uses are specified in the sales 
agreements with foreign countries, no United States agency may draw 
on the United States account unless it has received an allocation from 
the Budget Bureau. 

And United States agencies which acquire the funds are responsible 
for their use in the same manner as appropriated funds. They are obli- 
gated, disbursed, reported and audited under essentially the same regu- 
lations as apply to the agencies’ regular appropriations. 


TITLE II 


Title II provides a means to utilize Commodity Credit Corporation 
price-support stocks to help friendly foreign people in time of need. 
Under the authority, commodities may also be made available to people 
who are friendly in those countries where the governments are not 
regarded as friendly to ours. 

The current authorization is $500 million in CCC costs including any 
payments made for ocean transportation. Approximately $300 million 
of the authorization has been committed. 

I understand you will hear testimony later from the International 
Cooperation Administration which is responsible for the title II pro- 
gram. Therefore, I will limit my remarks on this subject. However, 
it might be useful to indicate the major features of the program. 

Title II is essentially a government-to-government program with 
commodities supplied under agreements. Also, under title Il com- 
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modities are usually not made available to recipients on a continuing 
basis. They are generally furnished on a temporary basis to meet 
spot needs resulting from such conditions as earthquakes, floods, 
crought, or other emergencies. Under the current authority, title IT 
expires on June 30, 1957. 

Senator Humpurey. May I ask, the extension request would put 
this up another year; would it not ? 

Mr. Burz. Yes, sir. 

Senator Humrenrery. The one pending in the House as yet? 

Mr. Butz. You are right. 


TITLE III 


Title IIT authorizes the use of CCC stocks for domestic and foreign 
donation purposes, and also strengthens and emphasizes the barter 
program for the exchange of CC C stocks for strategic materials. 

Section 416 of title III provides basic authority under which price 
support food commodities are donated to school lunch programs and 
the needy persons at home and abroad. In the United States, these 
donations are effected through agencies of the various States. In 
the case of overseas donations, the legislation provides that distribu- 
tion be made through United States private welfare agencies or 
through intergover nmental agencies. 

i his i is a continuing authority. In the case of foreign donations, 
operations are limited to fr iendly countries. The program is directed 
toward alleviating relief needs of a more continuing nature rather 
than emergency situations with which title II is concerned. Because 
distribution in the recipient country is the responsibility of United 
States private welfare agencies, the operation under title ITT is, basic- 
ally, one of people-to- people donations rather than government-to- 
government as is the case in title II. 

Currently, dry milk, cheese, beans, cornmeal, and wheat flour are 
available for foreign donation. In addition to these foods, domestic 

recipients (which, by law, have priority on any foods available in 
limited supply) are receiving butter and rice under title IIT. 

During the first 9 months of this fiscal year, about 1.3 billion pounds 
of surplus foods hi ave moved to foreign recipients under our title 
IIT program, up 53 percent over the same period in 1956, and exceed- 
ing the 1.2 billion pounds that were moved during the entire fiscal 
1956. Currently, 22 United States private welfare agencies and 
UNICEF are distributing these foods in 84 friendly foreign countries. 

Public Law 480 directs the Secretary to undertake barter opera- 
tions whenever he has reason to believe that such action may afford 
the opportunity “to protect the funds and assets of the Commodity 
Credit Corporation” in addition to other authorized methods of dis- 
posing of CCC commodities. In implementing this directive, we be- 
lieve, that CCC should strive to achieve a net increase in our exports. 
In general, barters which replace dollar sales do not protect the funds 
and assets of the Corporation. 

As you may know, we recently made some major changes in the 
barter program. But before disc ussing these changes, let’s take a 
brief look at how the program has w orked. 

Prior to fiscal year 1955 barter activity was relatively small, total- 
ing less than $110 million. During that time CCC bartered only for 
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those materials which could be sold to other United States agencies 
for cash. 

However, beginning in the fall of 1954, the Department began to 
barter for strategic materials for. the longtime and supplemental 
stockpiles. Since that time almost $900 million in additional barter 
business has been done. 

Why did it happen? One answer was that we had helped widen 
world outlets for strategic materials. This obviously was a factor, 
but not the principal one. The major reason why barter flourished 
was because of the incentives provided under the barter operation. 

Immediately upon signing of a barter contract, the barter com- 
panies could take commodities from CCC upon the posting of a letter 
of credit oe them no more than one-quarter of one-half percent 
interest per year. They would take the commodities promptly from 
CCC, sell them in cash markets and have the use of the proceeds until 
needed to pay for materials. This period varied from a few months 
to as much as 6 years with the average less than 2 years. This afforded 
barter companies a cheaper source of working capital than was avail- 
able through normal cash trade channels. 

In addition, barter companies gener: lly were authorized to take any 
commodity offered for sale by CCC and ship it to any free world 
destination. In 1955-56, the largest part of the value of all agricul- 
tural shipments under barter went to Belgium, Germany, the Nether- 
lands, the United Kingdom, and Japan. In other Ww ords, most of the 
commodities were going to countries financially able to pay dollars. 

Our reassessment of the barter program leads us to believe that 
much of the commodities moved during the last 2 years would have 
moved for cash. Dollar balances have improved in many countries. 
Our prices are competitive. As long as we keep our prices competitive 
we will sell our commodities in commercial markets of the world. 

We took on barter not as a substitute for cash sales but as a tool for 
moving additional surpluses. This is the major principle behind 
our recent announcement. If a barter company can show us that the 
agricultural movement is additional business, then we are prepared 
to consider barter. To simplify the program, we have indicated cer- 
tain areas of the world where shipments of wheat, corn, or cotton 
would be considered additional business without a specific showing by 
the barter company of additionality. These are areas of the world 
where our commercial trade in these commodities is negligible. We 
have also tightened the program in other respects: 

(1) Each barter contract must designate the commodity to be 
taken from CCC 

(2) Interest must be paid to CCC for any time lag between the 
taking of commodities and the delivery of materials; 

(3) Commodities cannot be transhipped from approved destina- 
tions; 

(4) Materials delivered may not be produced or processed in the 
United States; 

(5) Origin of materials must be specified. 

These changes should eliminate the advantage that barter com- 
panies have had over cash buyers of CCC surpluses. The changes 
will also encourage barter companies to find supplemental outlets for 
our commodities in the same way that we provide a supplemental out- 
let for strategic and other materials. 
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What we are saying is that additionality is the test of all disposal 
operations undertaken under Public Law 840. 

Senator Humpurey. Dr. Butz, in the brief time that we are going 
to have, we may not have the chance to go through all the detailed 
questions that we may want. So, ata later time, we may ask for specific 
officers of the Department to come back and discuss it in more detail 
with us. But there are a few general questions that I would like to 
ask you, and I am sure that other members of the committee would 
like to ask. 

I will just start right out with the most obvious one. I know that 
you recently made a rather extensive tour, in your capacity as Assist- 
ant Secretary of Agriculture. I wonder if you would be willing te 
tell us from your observations on your tour whether you witnessed or 
heard of a need for food in various countries which you visited. 

Did the additional need of food come to your attention ? 

Mr. Burz. Well, yes, it certainly did, Senator. I may say that in 
some of those countries, particularly in the Near East, I got there just 
a few days after you had been there and I think I observed the same 
things that you observed. 

There is, of course, need for food in many parts of the world. Thie 
is not new—— 

Senator Humpnrey. Not at all. 

Mr. Butz. This has been true ever since recorded history, as you 
well know. The need for food is relative. 

I observed, as you did, Senator, that in some of these countries 
Public Law 480 shipments of food has helped a great deal in alleviat- 
ing food shortages and alleviating human suffering and bolstering the 
economies of the country, and strengthening our own security, I think, 
by strengthening our friendly nations. 

On the other hand, I was a bit distressed in some of these countries, 
Senator, and I think I might as well lay it right on the table now, 
by what I conceive to be a growing attitude on the part of the offici: als 
of some of these countries—that is not true of all of them—that they 
could use what dollar exchange they had available and what pound 
exchange they had available, or whatever hard currency exchange they 
might have, to buy nonfood items because it was now possible to use 
their local currency, of which they always have plenty, to buy the 
food items under Public Law 480. 

I was not pleased with this—what I conceived to be a growing 
tendency on the part of certain foreign officials to think this way. 
Because I think we ought always to be in there fighting to have our 
agricultural exports get as large a share of the dollars spent by for- 
eign countries as possible. 

This is a continuing market and a permanent market and the kind 
of market we want to encourage. 

I think I would go so far as to say that we have used Public Law 480, 
I think, as a positive factor in foreign policy—I am sure we have. It 
is on the plus side. It is only natural, therefore, I think, that some 
of our own officials abroad begin to look on this thing as something that 
they can use asa factor in promoting good relations between the United 
States and the country where they are stationed. You and I would 
feel identically the same way if we were in that situation. 

Therefore, I think there is a tendency even for them to regard this 
as something that could be continued perpetually. What I am saying 
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is that I think there is a tendency on the part of our foreign govern- 
ment officials, as well as some of our own people, to a lesser extent, to 
feel that the primary purpose of Public Law 480 might become the 
promotion of a foreign policy rather than the disposal of surpluses, 
which we hope are a temporary phenomenon in this country. 

Senator Humpurey. I think that is a very basic observation. There 
may be honest differences of opinion. This is one of the things that 
we will want to go into, as to whether or not this is to be considered a 
disposal operation from here on out, or whether it is to be considered 
a part of the foreign policy. 

I have mixed emotions about this, to be very candid with you. 
On the question of your observation relating to certain officials look- 
ing upon Public Law 480 as a means of obtaining necessary food items, 
and thereby reserving their dollars or their sterling 

Mr. Burz. Or hard currency, whatever it might be. 

Senator Humpnrey. Or hard currency, for capital items, this is 
something upon which there are two schools of thought. The schools 
of thought are as follows: That these countries with which we are 
dealing are friendly countries. Most of them are recipients under 
the mutual security program. The dollars that many of them have 
are very limited, and they all need capital goods. I talked to officials 
who said: 

Isn’t it better that they should buy pipe, pumps, build hydroelectric 
dams, buy diesel engines, railroad track with dollars because this is 
something that has a way of replacing income? I mean it isn’t some- 
thing that disappears like food; it is something that is productive, 
generates more productivity and possibly a greater, more solid base 
for the economy? Therefore, isn’t it better to use the dollars, since 
they are spent in the United States, most of them, to use the dollars 
for capital goods, industrial goods, which are needed to broaden the 
base of their economy, and during that period that they are getting 
this base of the economy firmed up a bit, to rely as much as they can 
upon the use of their local currencies for purchases of food, particu- 
larly if we have any need for that local currency ¢ 

Mr. Butz. Senator, I quite agree with that. From the standpoint 
of the recipient country, I think this is sound policy. 

What I am saying 1s that from the standpoint of the Department 
of Agriculture, and I should think from the standpoint of sound 
United States national policy, we in Agriculture ought always to be 
trying to build up our dollar exports just as much as we can. We 
ought to protect ourselves so that no country gets the idea that it can 
get its food supply indefinitely without spending dollars for it. 

Senator Humpnrey. Well, let me just stay with you on this for just 
a moment because I think there are two issues that you have raised 
here which are at the crux of the whole discussion of the developments 
under Public Law 480. No. 1, is this strictly a disposal program or 
is this to be an arm of American foreign policy? That is No.1. No. 2, 
about the fulfillment of food needs under Public Law 480, in some 
areas, even at the expense of some dollar sales for food commodities. 
Now I thoroughly agree with the northern European country thesis, 
such as you have mentioned here, under barter, that a number of 
countries that have entered barter operations are countries that have 
dollars. Their economies are strong and there is just very little reason, 
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at least on the surface, for assuming that they would need Public Law 
480 goods. But when you get down into a country where they have 
such a limited number of dollars that the choice is between whether 
they are going to buy wheat, which will be consumed in 30 days, or 
whether they are going to buy electrical wiring for a rural electrifi- 
cation development, which may last 25 or 30 years, and thereby im- 
prove their general productivity, then the question comes, What are 
you going to do, providing that in both instances the United States 
is going to supply the capital? Because that is what happens in many 
of these countries. What we have been doing, in fact, is buttressing up, 
firming up, their dollars to buy food with dollars which we supplied, 
thereby giving them both our food and our dollars. Then we firm 
them up with dollars to buy the diesels or the generators, or the wire or 
the cement, whatever may be necessary in the capital improvement 
program. 

Mr. Butz. Senator, I cannot see that it makes any real difference 
there so far as United States policy is concerned, as long as you say 
we are giving them the dollars both for the food and for the cement 
and electric wiring—as the illustrations you used. 

If we are giving them the dollars for both—from purely a partisan 
point of view, from Agriculture, if I may speak that way 

Senator Humpurey. Yes. 

Mr. Burz. I would like to protect the dollar market for foodstuffs 
so that someday I do not have to win it back starting from zero. 

Senator Humenrey. I see your point of view and as Assistant Secre- 
tary of Agriculture you have your immediate professional obligation 
to your Department and the manner in which it is operated. 

Mr. Burz. And to the agriculture industry of America. 

Senator Humpnurey. To the agriculture industry. That is what the 
Department represents. 

But it is also bothering me about the public relations involved here. 
When we sell 50 tanks to a country and Chrysler Motors builds those 
tanks, or whoever builds them—they are a fine company—no one ever 
says that we are subsidizing the automobile industry by building the 
tanks. But if you go out and sell 50,000 or 50,000,000 bushels of wheat 
to the same country that got the tanks, the farmers are criticized for 
subsidy. And the only reason you are sending the wheat is because 
the people are so weak they could not even drive the tanks unless you 
fed them—that is not an exaggeration, you know. We have had to 
have nutritional programs in a country to first feed the soldiers before 
we could put them in the tanks. We got tanks there before we got 
healthy enough people to even put in the tanks. 

Now, when you buy the wheat from the farmer or the Commodity 
Credit, somebody raises the flag and says, “This is a subsidy.” My 
question is—I am rather naive about this—who gets subsidized, the 
motor company that sells the tanks or the farmer, or the Commodity 
Credit, who sells the wheat? Why do you call one a subsidy and not 
the other? They are both needed. 

Mr. Burz. They are both a subsidy. 

Senator Humpnrey. No, they are both an expenditure. 

I think this the part that bothers the Department of Agriculture, 
and the farm community, that whenever they sell under Public Law 
480 it is charged up all the time as a loss. Well, the military equip- 
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ment we send over is a total loss once it gets there. Something like 
buying an automobile, the minute you drive it out of the garage, you 
have already lost $500 without even getting across the street. 

Mr. Butz. I may say that is charged as a mutual security appropri- 
ation, too. 

Senator Humpurey. Right. That is the point, it is charged up as 
a part of our foreign policy and that is one of the questions I was ask- 
ing earlier, in that list of possible points of interest in this hearing, 
that may be we should be charging up more of these Public Law 480 
developments, not to the Department of Agriculture, but as a part 
of the total security program of the country. 

Mr. Burz. Of course, I think, Senator, that is clearly indicated in 
the breakdown of use of funds that we had in this semiannual report, 
which was printed as Document No. 50 here in the House of Repre- 
sentatives, which shows on page 23 that up to December 31, 1956, 61 
percent of the planned use of foreign currency was for loans for 
multilateral trade and economic dev elopment, which is right down the 
line with what you are discussing. 


Senator Humpeurey. Right. 

Mr. Burz. And I think this is rather clearly shown in that table 
there. Now, you may change the terminology some. 

Senator Humrurey. Ther e is no doubt about that. I agree that the 
table shows what the planned use is and the purposes for which it is 
designed. But the public does not understand it. The public just 
does not understand it. The public understands that we have lost 
money. 

Mr. Burz. Of course, I raised the question—I think we all have to 
raise the question—whether or not in the absence of the accumulation 
of agricultural surpluses and CCC we would have disposed in a sub- 
sidized sales program overseas of anything like the magnitude we 
have done in the presence of the surpluses. And I think I would have 
to answer the question, in all fairness, we surely would not have done 
so under the form of mutual security. 

Senator Humrnrey. Then I would answer only this: Had we not 
done so, our program would have been a greater failure or had greater 
limitations than it has today. Let me just give you an example. How 
long do you think we would get by in staying with our airbase pro- 


gram in Spain without our food program? You have been there, 
haven't you ? 


Mr. Butz. No; [have not been in Spain. 

Senator Humpenrey. Well, we are going to ask General Kesner by 
letter how long we would be able to stay in Spain with a $400 million 
or $350 million airbase program without our food program. He told 
me he would not want to be there 30 days. He told me he did not think 
we could even stay there. But I would like to get it in writing. So 
if we did not do this under the surplus disposal, we would have had 
to do it under a dollar program or get out. 

Mr. Butz. That is quite right, and I think I could name another 
country where the same thing might be true: for example, Turkey. 
On the other hand, there is India, where we have no Armed Forces. 

Senator Humpnurey. That is right. Now let’s take that country. 


Is it a part of the national policy of the United States that India should 
succeed as a democratic society ? 
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Mr. Burz. It is, indeed. 

Senator Humrurey. Is it important that India succeed ? 

Mr. Burz. It is indeed, and our program there has been helping. 
They told me when I was in India that our Public Law 480 program 
had enabled them to increase their per capita consumption of wheat 
by 10 percent, I understand. This was good, and this doubt is a posi- 
tive factor in keeping India aligned with the free world. 

On the other hand, it is impossible for me to say what would have 
happened if their consumption had increased only 2 percent, let us say. 
Even with 10 percent increase we are still at a very, very low level, 
and the apparent level of poverty and hunger is appalling to one from 
the Western World, as you well know. It is shocking when you get 
in the country. 

Yes, it is impossible for me to say what this situation would have 
been had there only been a 2-percent increase. I do not know. 

Senator Humpnrey. But here are the general figures. India’s bal- 
ance of trade, deficit, last year was $180 million. 

Mr. Butz. That is right. 

Senator Humpnurey. This year it is $480 million. 

Mr. Butz. Yes, those are capital goods mostly there. 

Senator Humpnrey. All right, now. But as India provides jobs 
for more people, it has increased the demand for food. And as the 
demand for food increases in a food deficit area, it can bring dangerous 
inflation—unless sufficient additional food can be obtained. India 
would have had to purchase food one way or another—or be consumed 
by inflation. If we hadn’t provided food for rupees under Public Law 
480, India would have had to use dollars, even if it meant sacrificing 
capital goods, which she also needs. And if she had been compelled 
to use dollars instead of rupees for food, don’t you think her deficit 
in balance of trade would have been even greater ? 

Mr. Butz. Something more. 

Senator Humpnrey. It would have been fantastic. 

This is the point that I am getting at. I look at it from this point 
of view: If India is within the scope of American foreign policy, as 
a country that is vital to the total objectives of American foreign 
policy, it does not mean India is necessarily even a close ally non- 
militarily, but it has been the policy of this Government that India 
should survive as a free country. Apparently the Government, from 
the President on down, has determined that India’s industrial expan- 
sion program is a vital part of this survival. Therefore, my question 
is, if we had not had the surplus foods to give to her, we would have 
had to buy them someplace—— 

Mr. Burz. Yes, Senator. 

Senator Humpnrey. Or get'them someplace. 

Mr. Butz. Do not misunderstand me; I quite agree India probably 
would not have bought in the same quantity that we have shipped 
them for Indian rupees. And I want to say, I was convinced—I was 
in India 3 days, but I had conferences with India’s ministry officials 
and Prime Minister Nehru—and I was convinced they do appreciate 
the help they got under Public Law 480, and it has been an important 
factor. 

Senator Trryr. Mr. Chairman, will the record disclose just what 
India has received in the past year ? 
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Senator Humrnrey. Yes, I believe that was in the charts that we 
put inearlier. Let us refortify that again here. 

Mr. Burz. Could I have Mr. Garnett give those figures please ? 

Senator Tyr. Yes. 


STATEMENT OF GWYNN GARNETT, ADMINISTRATOR, FOREIGN 
AGRICULTURAL SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Garner. The India program has amounted to, in total, $553 
million at CCC cost, including ocean transportation. 

Senator Ture. What does that represent in the CCC cost ? 

Mr. Garnerr. That is the acquirement cost, plus the cost of storage, 
handling, moving it from port, and transportation. A total of $553 
million. The market value of those products amount to $305 million. 

Senator Humenrey. This has been made available to India? 

Mr. Garnett. Yes, sir. 

Senator Tuyr. What does it consist of ? 

Mr. Garnett. It is primarily wheat and rice. 

Mr. Burz. 1 can give the commodity composition: 128 million 
bushels of wheat, 4.4 million hundredweight of rice, 500,000 bales of 
cotton, 6 million pounds of tobacco, 14,700,000 pounds of d: uiry prod- 
ucts—I do not know the composition of that. And that is the composi- 
tion of India’s program. 

Senator Scuorrren. Might I ask—I did not get that figure on to- 
bacco—did I understand that was in the millions ? 

Mr. Burz. Tobacco, 6 million pounds. 

Senator Scuorrrer. Six million pounds? 

Mr. Burz. Yes, sir. This is a 3-year program, but all except wheat 
was shipped in the first year. Wheat extends over 3 years’ period. 

Senator Scorr. I might say, Mr. Chairman, we still have some more 
tobacco if they need it. | Laughter. | 

Senator Tnyre. We have a few pounds of dairy products also, if 
they need it, and I think we have some wheat. 

Well, Mr. Chairman, pursuing that question further: Have you 
evidence that India may have bought some of the hard goods, such 
as either machinery or copper wire, anything that she would put into 
her general economy, from the United States in the same period of 
time ¢ 

Mr. Burz. I am not too familiar with the purpose—they have an 
ICA program for India, I believe. Is that right? 

Mr. Garnetr. Yes, sir. 

Mr. Burz. They bought a good deal of their machinery from the 
Western European nations. I noticed a good deal of German ma- 
chinery in there, and the like of that, where they can buy it. It is a 
little soft currency. They can buy it with sterling. I think most of 
the machinery they buy, spend hard money for, comes from that 
area. ; 

Senator Tuyr. That was my understanding, we are in strict com- 
petition with Belgium, Germany, the Netherlands, and even Great 
Britain, insofar as their manufactured goods or their heavy equip- 
ment is concerned. 

Mr. Burz. That is right. 
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Senator Toyz. Even Switzerland. 

Mr. Burz. Yes. I saw German tractors on a number of Indian 
farms. I saw German scientific equipment in the laboratories. 

Senator Tuyr. Now as far as our surplus commodities going over 
into any of those countries under Public Law 480 is concerned, public 
relations has a value on which we cannot put a dollars and cents 
valuation from the standpoint of trying to win friends throughout 
the world. It will probably win more friends and military equipment 
than would otherwise be made available—of course not to India, but 
to other countries where we do sell military equipment. But we 
must not lose sight of the fact that if they take our surpluses under 
Public Law 480 for their soft currency and use their hard currency to 
go into those other countries in Western Europe and pick out the 
type of equipment and machinery that we could well furnish, it im- 
poses a aa Taes with which we need to concern ourselves, and study 
every month as well as every year. 

Public Law 480 is doing more for agriculture today than any other 
conceivable program. We haven’t enough history on the soil bank to 
prove too conclusively what it will accomplish. But we do know that 
Public Law 480 is taking our surpluses out of our warehouses and 
storage bins, and that is the problem that agriculture has been con- 
fronted with—the overburden of surpluses in the national markets. 
It is doing the humane thing in winning us more friends than we 
could appraise or determine definitely the values of. 

Mr. Burz. Yes, I think that is right, Senator, it wins us friends. 
On the other hand, I notice—and I am sure you did, too, Senator, on 
your trip, when you start—I know you do not like to use the word 
“charity” here—when you start a program of this 

Senator Humrurey. Yes, I like “charity.” “Giveaway” I do not 
care about. I believe in charity. 

Mr. Burz. All right, Senator, I will use the word then. When you 
start a charity program of this kind, all the nations tend to look at the 
one that got the best deal, and they begin asking why you didn’t do 
as well by them. 

Did you pick up that attitude ? 

Senator Humpnrey. Yes. 

Mr. Butz. I did definitely in some countries. “The next year, now, 
I expect the same kind of deal country X got over here,” and if we 
are not in a position to give it to them, that probably puts a minus at 
the head of the friendship you create. 

Senator Tryr. I presume we cannot escape that. However, the 
benefits that are derived, that are possibly of long duration, are the 
trends that you create in their eating habits. 

If they ever develop the taste for powdered milk, or for butter, 
that is, butter oils, or if they develop a strong habit for wheat, where 
they are rice consuming then we will always have a market there. 
So I am of this position, that international trade, even in this pro- 
gram, is probably broadening our market for future sales by the mere 
fact that we put these foods at their disposal for a period of 6 months 
or a year, after which they are always going to be lookine for that 
type of a product. In that manner we create a market for the future. 

Senator Humpnrey. Dr. Butz, isn’t it desirable, even from a farm 
standpoint, to have many of these countries dependent upon you for 
their agriculture commodities, even at the expense of some dollar 
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sales, providing you can use the other local currencies, rather than to 
drive them to other areas, or to other sources? I do not think we 
ought to underestimate the challenge that is before us from some 
other producing areas, vis-a-vis, such as the Soviet Union, for ex- 
ample, particularly in cereal grains. 

Mr. Buz. Yes, I think that is right as long as you do not displace 
too many dollar sales, and you never know how many you have dis- 
placed. We try earnestly to protect the dollar sales and yet there are 
none of us so naive to believe that we could put $3 billion worth of 
goods in the world for foreign currencies without some displacement 
of dollar sales. We have tried to keep it to a minimum. 

Senator Humpurey. I am sure that is true temporarily but in the 
long run it may not be. For example, it is the old argument, where 
if you have one big department store that goes across to the corner, 
and another one is over here, the one here says the new man is going 
to take his business. The truth of it is that both of them do more 
business. He may take some business momentarily, but you create a 
bigger market. And what I have noticed is a tendency on the part of 
people to assume there is only so much of a loaf of bread to divide up, 
when, in fact, the size of the loaf is somewhat dependent upon the 
yeast that is in the bread. And that is the expansion element that is 
in the economy. 

Mr. Burz. J think, Senator, that is well illustrated by our report 
on the last 2 or 3 years. This year, for example, our dollar sales are 
going to be at the second highest level on record. I am talking about 
our sales for dollars. And on top of that we have the disposal pro- 
grams. Now, I do not know how much more dollars sales would 
have been in the absence of the disposal programs. They would prob- 
ably have been somewhat larger. But I think it is significant that 
we have been able to administer this program in the past 3 years, 
while at the same time we have expanded dollar sales, ta while at the 
same time I think we have got to assert that there has been a reason- 
able protection for the markets, the normal markets, of our friendly 
foreign nations. 


Senator Humpnney. Yes, I think you have gone to some extent to 
do that. 

Dr. Butz. as a result of Public Law 480, has the United States done 
much financing of the purchase of goods or services for other friendly 
countries ? 

Mr. Burz. Yes. One of the uses specified for foreign currency is 
under section 104 (d), and up to last December 31 we had programed 
$23,500,000 for that purpose. That constituted 1.2 percent of the 
total funds programed. 

Senator Humpurey. So that they converted our own agricultural 
commodities into these currencies which were made available for 
purchases for friendly countries which were a part of our total foreign 
policy complex; is that right ? 

Mr. Burz. That is correct. 

Senator Humpnrey. Do you know what nations in particular might 
have benefited under that ? 

Mr. Burz. No.sir: I am not able to tell that. 

Do you know? 

Senator Humrnuerry. Mr. Garnett ? 

Mr. Garnetr. I do not know. 
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Mr. Butz. This would be ICA. Isuggest you ask them. 

Senator Humpnrey. We will make note of that for ICA. 

Now, another point: A problem arises in what is surplus and what 
is reserve. We have argued this point before in this committee room. 
How can reserves be determined in view of the fact that as a result of 
our surplus program, the United States becomes the operator of a 
free world agricultural commodity reserve upon which others can 
draw when in need? Is it not a fact that soon after the United States 
launched the program, reserve supplies abroad dropped below their 
normal figure ? 

I have he sard, for example, through international contacts and 
through publications that are in our possession, that the normal in- 
ventory reserves of other countries dropped when it became known 
that the United States had a reserve that would now be made avail- 
able to the free world countries. 

Mr. Burz. Yes, I think that is true to some extent, Senator. You 
have a double-barreled question there. Let me take the first part first. 

You asked what is reserve and what is surplus. That, of course, is 
a matter for valued judgment. You cannot define that statistically, 
as you know. Let us take wheat as a case in point, which is important 
in your State, and Senater Thye’s State. 

Senator Humpnrey. We would say dairy products are in more—— 

Senator Tuyr. The Red River Valley has gone to onions, potatoes, 
and sugar beets. It is no longer as large a wheat-producing area, you 
see. 

Mr. Butz. Well, wheat is important in Senator Schoeppel’s State. 

Senator Scnorrre.. We can put your State in our vest pocket on 
wheat. 

Mr. Burz. Let’s take Senator Schoeppel’s case as to wheat. 

Senator Humpurey. He hasa lot of it. 

Mr. Burz. CCC now owns, or has under loan, just about 900 million 
bushels of wheat: is that right ? 

Mr. Bercer. Yes. 

Mr. Butz. We have just about 900 million bushels of wheat. Obvi- 
ously that is not all surplus. 

This is the purport of your question, I think: I do not know how 
much of this is surplus and how much is reserve. I should think off- 
hand, and this is purely a personal opinion, that in a nation the size 
of ours, with our population and our need for wheat for food and for 
industrial purposes, and feed, and the vagaries of weather we have 
in western Kansas, for example, where they have suffered from a 
drought for many years, we ought to have a normal carryover of 
wheat, I should think, i in the neighborhood of 400 million to 500 mil- 
lion bushels. That is my personal opinion. I think there has been a 
tendency in this country in recent years for the industry to shift the 
inventory-carrying function to government. That is within this coun- 
try so that our normal supply tends to show up in Government hands. 
This is an inevitable canine, I think, for the price-support pro- 
gram—the kind we have been operating. 

In the second part of your question: ‘Has there been a tendenc ‘y for 
other nations around the world to deplete their reserves? I think the 
answer is “yes”; it has been true in the case of cotton, it has been true 
in the case of vegetable oils, for example, when we had this large sup- 
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ply of cottonseed oil that the CCC owned a couple of years ago and, 
more recently, our large supply of soybean oil, and our large supply 
of lard and butter, too, that fitted in there a couple of years ago. We 
have worked our butter stocks down now. However, I think there 
was a tendency for other nations around the world to deplete their 
normal reserves for two reasons: 

One was they knew that there was a reserve in the United States, 
which in case of emergency in their country would somehow be made 
available to them. The second was that, I think, they felt the price- 
depressing effect of the United States su upply and they were rather in 
a Ges is to liquidate their own supplies before the impact of our own 
surplus stock was felt 

Senator Arken. Mr. Chairman, I just add here that since the other 
countries have found they can purchase at a reasonable price in the 
United States, there has been a tendency to reduce their own uneco- 
nomic subsidization of certain commodities. 

Senator Humpurey. Wouldn’t you consider that a desirable devel- 

opment, Senator ? 

Senator Arken. Yes, it means they can purchase from us for less 
than they can produce it themselves, and I think that is just good 
business. Each country in the world ought to produce what it can 
produce best and cheapest, and as long as we can get rid of the fear 
of war, it increases international trade tremendousl 

Mr. Burz. Senator Aiken, may I point out lend that line, our 
agricultural attachés in many countries have been, in 1 their own way, 
urging the local governments to reduce the uneconomic subsidization 
of agriculture production because our own supplies were available. 

Senator Arken. That is true. The British reduced their subsidiza- 
tion on eggs and milk because they got in trouble by inducing too much 
uneconomic production at too high a subsidy. 

Senator Humpurey. I know that while we were in Spain, in the very 
week we were there, the Government issued an order to price support 
soybeans at $6 a bushel. And I asked the economic administrator why, 
and he said, “Because we cannot depend upon your country for a steady 
supply ; sometimes it is available and sometimes it isn’t.” 

And he told me pointblank, he said, “If my country gets down to the 
point where we have $1 million left and it is a choice between $1 
million being used for the military and a choice of it being used for 
vegetable oil, I have to give it for vegetable oil because our people must 
have oil.” 

Mr. Butz. His need was oil, and not the beans, is that right ? 

Senator Humpnrey. His need was the oil. 

Mr. Burz. When were you there, sir? 

Senator Humpurey. I was there May 12, 13, 14, 15. 

Mr. Burz. I am informed that in early March we issued a purchase 
authorization to Spain for $7.5 million worth of oil. 

Senator Humpurey. Right. 

Mr. Burz.. And this was not taken up until the end of May, just 
a couple of weeks ago, which indicated to us that up to that time their 
needs were not as pressing. 

Senator Humpurey. We went into that in some detail, and as I recall 
now—I stand corrected—as I recall, he said that their needs were 
there—they always had some reserve of oil. They never can get down 
to a point, however, where they are totally out of oil without being on 
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the precipice of disaster. I was told they did negotiate for the sale of 
oil and that the timelag was not considered unusual. 

Mr. Butz. Was Spain still exporting olive oil ? 

Senator Humpnrey. I do not know. They had had some bad crops. 

Mr. Butz. Do I understand correctly they have exported olive oil 
this year? 

Senator Humpurey. A certain type, I guess, from high grade. 

Mr. Burz. I understand they have exported olive oil as a means of 
getting foreign exchange, and hoping they can replace it with soybean 
oil that came from us on the foreign currency deal. 

Mr. Garnett. I believe that part of their estimated need was based 
on an export expectation of about 35,000 tons of olive oil. This did not 
come about and they reduced their estimated need very considerably. 

Senator Humpnrey. Because of the increased production of olive oil 
in some other areas. We talked about the qualities. After all, you 
know, it is like T-bone steak: If you happen to be in a hamburger 
market area, you can have all the T-bone steak in the world, but if you 
are trying to sell them at T-bone prices, you just do not sell them even 
though people have an appetite for steak. 

Mr. Garnett. They are now blending their oil. 

Senator Humenrey. But I understood, when I was there, much of 
the export oil was of a high quality oil that was over and beyond their 
domestic ability to consume, due to the price level. 

Mr. Garnerr. Of course, it was also a very attractive thing to get 
foreign exchange. 

Senator Humpnrey. Sure, and they need it. Here is what I keep 
thinking about. It just depends on what our attitude is about these 
countries. I do not think, No. 1, that we have any moral obligation to 
take them on our back. But if we do enter into an agreement in which 
we are investing huge sums of American money for purposes of mili- 
tary security and defense, and if our military and our political offices 
say that the bases are useless unless we have a reasonable degree of 
political stability, then my question is: How much money are you 
willing to put in to prop up the political economy in order that you 
do not have a revolution every day on your base or around it? That 
is the question. I kind of thought, when I was voting to authorize 
those bases, it was a good idea. I was on the committee, and Senator 
Aiken was on the committee, too. We voted to authorize those bases 
in Spain. Now it is considered a part of our defense structure. Our 
military and political officials tell us if the Spanish economy gets in 
any worse shape than it is now, the bases have lost much of their use- 
fulness. That is what they tell us; this is no secret. 

Mr. Burz. That is quite right, and we are using Public Law 480 
and ICA funds, and various other means, to bolster them up. But I 
think we ought not to get the two issues confused. We were talking 
about their oil situation, and I think we have to be careful, too, that in 
any country where we do not put our food in there for foreign cur- 
rency to enable them then to export a like food product, in this case 
olive oil, into other areas of the world, which might cut out our dollar 
market for soybeans. 

Senator Humrnrey. I think that always has to be taken into con- 
sideration. 

Mr. Burz. And frequently we get complaints from some of these 
countries that we have been reluctant to put this particular food prod- 
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uct in, or that particular food product in. Sometimes our people in 
the Departments who are negotiating these deals are trying to get an 
agreement from the recipient that “you will stop exports of a similar 
product before you get similar foodstuffs from us for local currency.” 
And I think this is a sound position. 

Mr. Garnett. May I add just a point there? 

Altogether we have programed 562 million pounds of oil to Spain, 
which was almost a half of our total oil program. 

Senator Humpnrey. Yes; because they had those terrible frosts and 
freezes which destroyed the crops. 

Mr. Garnett. We have put ina large quantity of oil. 

Senator Humpnrey. I am not arguing whether you have or haven’t. 
I am arguing whether this is a good policy. That is the question. 
Isn’t it true that Spanish oil consumption has increased considerably 
per capita? 

Mr. Garnett. Yes, sir. 

Senator Humpnrey. In total consumption ? 

Mr. Garnett. Yes, sir. 

Senator Scuorrrent. Mr. Chairman, I would like to ask a question 
with reference to what Dr. Butz mentioned a while ago. 

Do you gentlemen who have been over there and made an investi- 
gation on the grounds, have you found that the private traders, or 
the private businesses in some of these countries with reference to 
these inventories, that they would, in their private business arrange- 
ments within the government, carry on normally—or do you find 
those private businesses pulling out of their trade generally, are they 
handling surpluses and relying on their own governments to deal 
with us, thereby, in a sense, cutting out the private traders and the 
private organizations, such as they are known in those countries, 
from dealing with our private dealers in these commodities ? 

Mr. Burz. I could not observe that myself because all these Public 
Law 480 deals are handled through the private trade after initial 
negotiations are made. 

Iam correct, am I not? 

Mr. Garnett. There is a Spanish purchasing mission. 

Mr. Burz. In some countries, private companies handle it. 

Mr. Ioanes has been there. I would like to have him explain that. 


STATEMENT OF RAYMOND A. IOANES, EXECUTIVE ASSISTANT TO 
THE ADMINISTRATOR, FOREIGN AGRICULTURAL SERVICE, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Ioanes. Some countries of the world pursue the same business 
practices that we do and buy entirely through the private trade. In 
other countries all the trade is controlled by the government. In 
Spain it happens that all the oil is bought by a Government purchasing 
mission. It is sold by our own trade, resold by the Spanish purchasing 
mission to private traders in Spain. 

Senator ScHorrret. Does that carry over into grains, too? 

Mr. IoaNners. Yes, there is also a government wheat mission. But 
this varies country by country. Yugoslavia is another example where 
all the purchasing is done by the Government. Then you have other 


countries of the world where the purchases are made strictly by the 
trade. 
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Senator Scnorpret. I was wondering, Mr. Chairman, if, so long as 
Public Law 480 is handled this way, : and I am not objecting to it being 
handled this way, whether we can have some time before this hearing 
is concluded, some evidence in our record as to what the trend has 
been. Has the general overall trend been that the private traders in 
those countries handle our commodities—I think it would be in- 
teresting to have an analysis of that someplace in the record. 

Senator Humpurey. I think so, too, and of course we in America 
finally got around to letting our private traders do the selling directly 
with their importers. 

Senator Scuorrrent. That is right. 

Senator Humpurey. I happen to feel, personally, wherever we can 
that we should let the trade handle it because they know how to handle 
it better. They have been at this business a long time. 

Senator ScHoePre.. I concur. 

Senator Humpurey. Mr. Ioanes, did you talk to Mr. Rovira in 
Spain? 

Mr. Ioanrs. I cannot recall if I did or not. 

Senator Humpurey. I believe that is his name. He told our group 
that if ever Spain could get to a point where she had enough oil so 
it was not in such supply that the private traders would speculate and 
thereby more or less exploit the market, that Spain would be prepared 
to turn over all of it to the private trade. That was his assertion to 
your departmental representative who asked this question. 

And by the way, the gentleman was a Mr. Roach, who represents the 
American Soybean Council. 

Mr. Watrer. C. Bercer, (Commodity Stabilization Service). 
Howard Roach. 

Senator Humpnurey. Well, he was in Spain at the time and, appar- 
ently, went into this in some detail. There was quite a news story 
in one of the Madrid newspapers about it. But that was their prob- 
lem, as they put it, plus the fact that the Government has very strict 
controls over the whole economy—much to the detriment ‘of the 
Spanish economy—from my point of view—but that is the way they 
run it. He told this private representative of the oil trade that if once 
they could ever get enough in their tanks, so to speak, in their inven- 
tory to be sure they were not going to be i in desperate circumstances, 
that they would be delighted to turn it over to the private: business. 
This was one of the reasons they wanted to get on a sort of firm basis, 
on a long-term basis, as to where they could su pply or fulfill their oil 
needs. Now this went right back to the availability of dollars, and I 
recall that the number of dollars had gone down from $168 million 
to about $30 million. 

Mr. Butz. Practically broke. 

Senator Humpnrey. Practically broke due to frost, drought, freez- 
ing of thetrees. For 4 years in a row some unbelievable circumstances, 
coincidentally, happened and they were at the point of desperation. 
So you see, these controls become ever more strict when that happens, 
Senator Schoeppel. 

But, I go back to your question, too, and I think it is a point we might 
ask all the departments that are involved in Public Law 480 as to 
whether or not private trade is being displayed in terms of the handling 
of these commodities and on the inventories. 

Senator Arken. You are referring to private traders in foreign 
countries ? 
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Senator Humenurey. Yes, and here, too. 

Senator A1KkEN. It is obvious that in several countries they could 
not turn their operations over to private trade without a reasonable 
supply of the commodity on call Otherwise, the prices would go 
sky high and there would be hoarding, and they would have infia- 
tion and the curr ency would become of little value. 

Senator Humpnrey. That is true. 

Senator ArkEN. So some countries have the reputation of being as- 
sociated because they operate through the government against their 
own desires. 

Senator Humpnrery. Exactly 

Senator ArkEN. Because they cannot do otherwise, until they get 
supplies of the commodity on hand. 

We know that the Indians wanted wheat and cotton to protect their 
currency, and you know that that Government would like to lean 
more toward private trade but cannot do so until they improve their 
supplies. That is why they are coming to us to help them, to get away 
from their form of government, which we do not approve of, and 
which they would like to get away from themselves. 

Senator Humenrey. I certainly concur in that. 

Dr. Butz, you have been very patient, and I know that you have 
made a commitment for another engagement—and you cannot be here 
with us all of the time. However, your associates are here, and we 
might want to hear from them. 

Do you, Mr. Garnett, have any prepared statement ? 

Mr. Garnett. No. 

Senator Humpurey. You are just here to answer some questions? 

Mr. Garnett. Yes, all right. 

Senator Humpurey. Mr. Berger, are you in the same situation ? 

Mr. Bercer. Yes. 

Senator Humrpnrey. The Department’s statement, is that your rep- 
resentation ? 

Mr. Bercer. Yes, that is right. 

Senator Humpnrey. Do you have any questions that you would like 
to ask, Senator Scott ? 

Senator Scorr. I believe not. 

Senator Humpurey. Senator Schoeppel ? 

Senator Scrorpren. I would like to ask a general question. 

On title II on page 3, that the authority ought to remain available 
to people who are friendly in these countries where the government is 
not so regarded. How has that been handled? How has it worked 
out ? 

As I take that, you are pointing out that you go into a country where 
the government is not friendly and yet deal. “How do you deal, and 
how has that worked out ? 

Mr. Burz. That is handled by ICA and Mr. Stewart is here. 

Senator Humpnurey. He will be here. 

Mr. Butz. This is handled by ICA. 

Senator Scnorrret. Then as to title ITI on page 4, in the case of 
commodities, it provides that shall be made available through the 


government agencies. Will there be somebody here to answer that 
question later on ? 











66 POLICIES AND OPERATIONS 


_ Mr. Burz. We have Mr. Hutchins, of the Department here now who 
is in charge of our direct food. 
Senator Scuorrre.. How does that generally work? 


STATEMENT OF JAMES A. HUTCHINS, JR., CHIEF, DIRECT DISTRIBU- 
TION BRANCH, FOOD DISTRIBUTION DIVISION, AGRICULTURAL 
MARKETING SERVICE, UNITED STATES DEPARTMENT OF AGRI- 
CULTURE 


Mr. Hutcurns. It is operated through 22 American voluntary relief 
agencies, and intergovernmental organizations, such as UNICEF— 
United Nation’s Children’s Fund. 

Senator ScHorrre.t. Have they coordinated and gotten together ? 

Mr. Hurcutns. Yes, sir, they have a coordinated council composed 
of representatives of each of the agencies that meets together to work 
out their program to avoid any overlap. 

Senator Scuorpret. In other words, duplication is eliminated. 
That is a sort of clearinghouse or a clearing board for all of these? 

Mr. Hutcutns. That is right. 

Senator Scnorpre.. That has worked very satisfactorily ? 

Mr. Hurcurns. We think it has worked very well. In addition, 
the ICA mission in the foreign countries look at these programs, 
together with these agencies to insure that they are not overlapping. 
I think it works very well. 

Senator Scuorrret. In other words, you run into no foreign- 
government conflict with reference to handling that ? 

Mr. Hurcurns. No, sir. 

Senator ScHorpre.. That is all. 

Senator Humpurey. Would it not be fair to say in a more affirm- 
ative manner we have had excellent cooperation from foreign govern- 
ments in our program ? 

Mr. Hurcuins. That is true. 

Senator Humrurey. We are going to have a day with our voluntary 
people. A preliminary examination was made which indicated that 
in almost all of these instances there has been a very cordial and 
friendly working relationship between the voluntary agencies and 
the recipient country. 

Mr. Hutcnutns. That is true. 

Senator Humrpurey. I want to go back for just a moment to a 
discussion of the reserves and the supplies. 

The observation was made, if I am correct now in my analysis, 
that our disposal program has had in some instances a tendency to 
maybe lower what would be normal inventories of the available com- 
modities in other countries. 

Mr. Burz. I think that is right—not the disposal program—the 
presence of surpluses in the United States has had that tendency. 

Senator Humpurey. The presence of surpluses? 

Mr. Burz. We have had some agreements where we have moved 
commodities under title I for the specific purpose of building up 
inventories. 

Senator Humpurey. That is what I wanted to get to. I wanted 
to get this crystal clear, because I had heard there have been arrange- 
ments made under title I to bolster, to lift up the inventory reserves 
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in particular countries where there was a need in that country and 
it was looked upon as a part of our national policy for that to be done; 
is that correct ? 

Mr. Burz. Yes. 

Senator Humenrey. Some foreign countries have been encouraged 
to bring their reserves up to approved levels ? 

Mr. Burz. Yes. 

Senator Humpurey. When we discussed the world food bank at 
the United Nations and when we have had it before us in committees— 
and this proposal has been discussed—it has been indicated by our 
State Department people and the Department of Agriculture that for 
all practical purposes the reserves that were held by the Government 
of the United States in the Commodity Credit Corporation served 
the function of a food bank, but under our control. Is that correct? 

Mr. Burz. Yes, sir. 

Senator Humreurey. Is there, from the point of national policy, as 
it particularly relates to our national security program and our 
foreign program, a beneficial aspect? In other words, is this 
beneficial ? 

Mr. Burz. I think I would say “Yes.” If we were to relinquish 
our surplus food stocks to the world food bank we would then relin- 
quish contro] over them and over their ultimate destination. 

At the present time, we have control, that is, reasonable control 
over where they go, so that they do not come back and interfere with 
our normal dollar markets. 

If we transferred title II to a world food bank, and they somehow 
had a global pattern for distribution to needy countries or food-short 
countries, then there would be no assurance whatsoever that that food 
would not find its way into the world markets, of either a third or 
fourth country, and displace what might be normal dollar sales to 
the United States. 

We feel as long as we can keep it reasonably under our own control 
we can control the destination of it and, in that way, reasonably pro- 
tect our dolar markets. 

Senator Humpurey. Let me ask you this, is it beneficial to have a 
reserve such as this from the point of our foreign policy ? 

Mr. Burz. The people who make foreign policy will have to answer 
that. My personal opinion is “yes.” But somebody else will have to 
answer It. 

Senator Humpnurey. Just as a matter of informed and very intel- 
hgent criticism from you, personally—it may be hard to disassociate 
someone in these responsibilities 

Mr. Burz. I think I could be intelligent as a Government official. 

Senator Humpnurery. I would like to say that you are. 

Mr. Burz. Thank you, sir. 

Senator Humpnrey. I will make it all-inclusive. 

Mr. Burz. Thank you, sir. 

Senator Humrnrey. Do you feel that a reserve or a surplus of food 
commodities is desirable in the light of the responsibilities of the 
United States in the world scene ? 

Mr. Burz. Yes, I think that is right. We have always had a rea- 
sonable reserve of foodstuffs in the United States, and fiber, even before 
this accumulation. The proportion of our total annular production 
carried by private operators, prior to accumulation of Commodity 
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Credit Corporation’s stocks, is higher than it is now. And I think 
in the days when the normal commercial channels in the world markets 
operated more effectively than they apparently do now 

Senator Humrurey. How long ago was that ? 

Mr. Burz. Well, prior to Commodity Credit Corporation, 1 would 
say. 

Senator Humeurey. About 25 or 30 years ago ? 

Mr. Burz. Well, you know, Mr. Gresham once made himself famous 
by developing the law of money, that bad money drives good money 
out of circulation. 

You or I, might develop the Butz or Humphrey theory that cheap 
food drives dollar food out of our market. 

As long as you have these accumulations that are really being not 
given away, but used for charity or for soft sales, there will always 
be a tendency, I think, for all of the countries to want them first. 
You observed that in your trip abroad, as I did. 

It is inevitable that they would do that, I think. 

But to get back to your question, it is good to have a reserve here. 
I feel, personally, if we could have the reserve and have it in private 
hands and build gradually—it will take time—toward the reestab- 
lishment of the dollar channels of trade again in the world, it would 
be helpful. That has to be two-way railroad. If we are going to sell 
abroad, as you know, we have to import goods or services here. But 
if we can keep that as an objective, I think that we can still accom- 
plish the same goal that we have now of having a food reserve. After 
all, we have the world’s greatest agricultural producing nation here. 
We have the technological know-how and the good farmers and the 
fertile soil. And we are mechanized. We have a tremendous pro- 
ductive plant here. 

It is just a question of do we use it as a food reserve for the world 
through private channels, if we can somehow make them work, or do 
we continue to put it through Government channels? That is the 
basic question we face, I think. I do not want to infer that we can 
move in a year or 5 years, or maybe even then—I do not know—to 
get it back into private hands. I think that ought to be our goal. 

Senator Humenrey. I think that is right, but let us face the world 
in which we live. You would not be opposed—you would not advo- 

‘ate, for example, today that we just relied upon private channels 
for each country to get their airpower that is necessary under our al- 
liance; would you? 

Mr. Butz. No, sir. 

Senator Humeurey. Would you not rely upon private channels for 
this country to get all of the mechanical equipment that it needs to- 
day to buttress its economy under present world situations? 

Mr. Burz. Not as a matter of our internal security, no, sir. 

Senator Humpnrey. I would like to find out some day why there is 
discrimination when it comes to arguments concerning reliance upon 
these private channels. No one seems to be able to give me the infor- 
mation. Now I would not say that I am alarmed, but no one seems 
to be tearing their hair over the fact that the Government of the 
United States spends billions of dollars every year—I repeat, every 
year—in military equipment and in national defense. In fact, Sen- 
ator Johnson said the other day we have spent more than $500 billion 
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since 1946—500 billion dollars. I do not think I have heard anybody 
advocate that we leave that all to private channels. 

It is nice when a country can step in and buy planes from Boeing 
on its own. Of course, we must get an export-import license—we 
must get clearance with the Government. But we have even to this 
date supported the French and we help the British. We are helping 
the Germans. And the German economy is more productive today 
than at any time in the world of any country save the United States. 
And we are helping them generously, and helping through Govern- 
ment assistance to get guns, tanks, planes, bombs, uniforms—every- 
thing that it takes to build a military machine. And that is not 
through private channels. That is through the Government. 

If this is the kind of a world in which we live, faced by the Soviet 
Union, and we are over on this side, does it not seem desirable, in- 
stead of being apologetic or concerned about it—does it not seem de- 
sirable for the Government to have food? I cannot for the life of 
me see why we are so apologetic about it. I am not advocating that 
we have unrestrained quantities of anything, but I have not heard 
anybody who is alarmed over the surplus of gold in Fort Knox, Ky. 
I have not heard anybody that is particularly alarmed over the pro- 
duction of the surplus planes, if we have any. In fact, we encourage 
them to produce more. 

Is not food a part of this national security picture ? 

Mr. Burz. It certainly is, Senator. It is being used that way. 
And I would be the last person in our Department to say that we ought 
not to use our food in that way. All I am saying is that we ought not 
to use it without trying to rehabilitate the private channels of trade. 

Senator Humpurey. That is what the law says—Public Law 480, 
you know. By the way, I think I have improved my position on the 
domestic private trade. I believe that we should use private channels 
to the best of our ability. What I am getting at is that there may be 
a period of time in which you cannot use the private trade. For ex- 
ample, how is private trade going to sell a lot of food in a totally 
poverty-stricken country? Yet that country may be strategically im- 
portant to the United States. 

Let us take the Middle East, forexample. If there was ever an area 
that is miserable, it isthere. Some of the countries there have money. 
This area is big enough and important enough to commit every man, 
woman and child in the United States to war in its defense. We have 
done it. Every member present here today voted for it—every Sena- 
tor—for the Eisenhower Doctrine. I think it is what we had to do. 

If it is that important, is it not important enough to put food into 
the Middle East‘ And instead of talking about it being something 
that. we are concerned about, this is something that we really have as 
a national policy. 

Mr. Burz. Yes, sir, Senator. And food is going in there in very 
large quantities, you well know. 

While we do it, let us not lose sight of the longtime objective that 
we want to get back to private trade again. 

Senator Scnorprer. Will you yield there ? 

Senator Humpnurey. Yes. 

Senator Scuorpren. I think that we should keep in proper perspec- 


tive everything here. As I look at it, first, the national defense of 
every one of these countries. 
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By our State laws, national defense is a governmental responsibility, 
implemented by the Congress. And that should probably follow 
down, maybe in one scheme or another into every nation of the world. 

We happen to find ourselves in a peculiar position today of com- 
bining free nations of the world against the Soviet Union. Let us 
assume we are trying to work toward the goal. I think Dr. Butz is 
pointing out something that is pretty important, namely, the Agricul- 
ture Department, I care not under what administration, is striving, 
I think, conscientiously, to get to the place where we do not have the 
unwieldy surpluses piled up on the part of the Government, which we 
had to have to back the war threats and in the wars, and in order to 
have an adequate supply for ourselves and for our allies. 

But let us assume this, when we come to the day—and I hope it is 
coming—where we will not have to have the tremendous agriculture 
surpluses piled up—then what? Are we going to find ourselves in a 
position where we are going to have to keep these tremendous reserves 
available of foodstuffs, these grains, and all of these things available, 
or are these countries expecting us to continue it ? 

I think the objective should be to have those foreign governments 
rely more upon themselves and not look to us to carry this tremendous 
load which you and I will have to agree is somewhat on, let us say, 
the generous giving side or the charitable side, for which they may look 
to us as a continuing situation, ad infinitum. That is giving me con- 
cern. 

Senator Humrnrey. I see that point. I want to ask a question that 
came up in talking with the southern commander of NATO, Admiral 
Bristol, at Naples. We discussed all of the military preparations we 
have made so that we bear a great deal of the burden of NATO. Other 
countries bear their fair share, too, of course, 

But without going into any specifics on this, the admiral said that 
one of the weak points in the whole setup was that no one had thought 
about the food needs of the area, that they had less than 30 days’ sup- 
ply of food—less than 30 days’ supply of food in case of invasion or 
attack. 

Mr. Burz. In Turkey, it is less than that. 

Senator Humpnrey. You bet it is. Here is our most reliable ally 
in the entire area, and I think it has less than 2 weeks’ supply. 

Senator Scuorrren. I agree with the chairman on that. That is 
an important factor. We must not lose sight of that. But in this 
scheme of things, I do want to emphasize to these other countries 
that it cannot be a continual program when every farmer in America, 
and our taxpayers, are hammering on us to get out from under this. 

Senator Humpurey. These are points of view that we need to have 
expressed. I might suggest that it is not the worst thing in the world 
to have other countries in the world dependent upon the United States 
for food, if you really want an alliance that works, Alliances on paper 
are worthless, but alliances that are dependent upon a country for 
food and fiber and capital are sometimes quite important. 

Senator Scnorrren. I think we are utilizing that to a pretty good 
advantage, 

Senator Humpnrey. Yes, indeed. 

Senator Scuorrper. At the present time. There is another day 
when maybe the program will be turned down by the farmers and by 
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the other people in the country. And let us get on a different basis. 
And then I do not know where we will be. 

Senator Humpnrey. What is the necessary food reserve for the 
United States? I ask this question. We have a stepped-up economy. 
A business which has a cash reserve of $1 million 20 years ago would 
find that totally inadequate for its requirements today. An individual 
that had $200 in the bank 20 years ago and thought he was doing quite 
well today with $500 would find it inadequate. 

Have we ever calculated what you would call a real effective and 
desirable domestic reserve, in the light of our international commit- 
ments? I have a difficult time trying to get this over. We have com- 
mitted ourselves all over the world. I am not complaining about it, 
but we have. We have committed ourselves for guns, for petrol. I 
have seen countries where we have spent millions of dollars to put in 
pipelines to bring in gasoline that we pay for. I had a prominent 
military official say to me that if we were half as concerned about 
having something to eat, as we are to have gasoline for our airplanes, 
he would feel better about it, because pilots without food do not fly well. 

We have not been able to perfect anything that has taken the place of 
food yet. 

Mr. Butz. It isimportant. You have to figure it on a different basis 
than in any other country, perhaps than New Zealand and Australia. 
We are a nation that has a large part of food from livestock origin. 
We have practically a year’s supply on hoof in the barnyards in Amer- 
ica. If we get a short crop of feed grains, all we do is to cut back on 
feeding the livestock. And if we have to shift a bit toward cereals, 
we have a tremendous reserve here. Fortunately, we do not need to 
worry very much about this. 

Senator, I know you are about to bring this to a conclusion here. I 
would like to say just a word about the team in Government that ad- 
ministers Public Law 480. 

I am a Presidential appointee, but under the level of the policy mak- 
ing group in Government is a team that administers Public Law 480. 
It has been a new venture. It has been a large venture. It is 3 years 
old now. They have made some mistakes in doing this. 

We got off to a slow start. We had to feel our way. I want to pay 
a heartfelt compliment to that team, cutting across several depart- 
ments of Government. 

In the main, they have done a magnificent job in this new program 
as they have traveled an uncharted course. 

Senator Humpurey. Are you satisfied, Mr. Butz, with the Execu- 
tive order which prescribes the administration of this program / 

You may recall in the beginning there was some delay as to when 
this program was to get underway. 

Mr. Butz. Yes. In the main, I think so. We had to feel our way 
under that Executive order for areas of responsibility. 

We have an interagency staff committee that passes on all of this, 
and so far as I am aware this has functioned with a minimum of diffi- 
culty. 

Senator Humpurey. When I was asking Mr. Hollister of the ICA 
some questions about this program—since they have quite a lot to do 
with it, and I am not being critical here—there was a lack of under- 
standing as to who was responsible for certain parts of it and I insisted 
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upon getting an accounting of the funds. In your charts, you will 
have, for example, funds that are programed, commodities that have 
been sold and the funds that have been received, but the funds have not 
been used. 

Senator Humpnrey. There is about 1,800 million of funds unused. 
Planned but unused, is that correct ? 

Mr. Burz. Yes; I think there is no question about the responsibility 
for the administration of various phases of the program. It may be 
that one agency of Government, for example, applies for the use of the 
funds and has not seeen fit to release them. There is no question about 
the responsibility for the administration. Mr. Garnett might like to 
speak to that. 

Senator Humpnrey. Go ahead. 

Mr. Garnett. I believe that each of the titles and each of the pro- 
visions of the act have cleared administrative responsibility placed 
on some agency of Government. The Executive order places the ad- 
ministration of title I and the program in the Department of Agri- 
culture. 

Title IT is in the jurisdiction of the ICA. The loan funds are under 
their direction. 

Senator Humpnrey. Whose direction ? 

Mr. Garnetr. ICA. 

Senator Humpnrey. Who releases those funds so that ICA gets 
them / 

Mr. Garnerr. The Budget Bureau allocates all of the funds under 
the program. 

Senator Humpnurey. Who talks to the Budget Bureau as to whether 
they should be released ? 

Mr. Garner. ICA for those. 

In the case of 104 (a) which is market development funds, we go 
before the Budget Bureau and make specific requests. The process is 
almost the same as it is for appropriated funds. 

Senator Humpnrey. Such as for appropriated funds? 

Mr. Garnetr. Yes. While it is somewhat slow and laborious, I 
think that the procedure ts such that should be followed 

Senator ArkeN. Which is harder, to get money out of the Budget 
Bureau or the Congress / 

Mr. Garnett. I believe it is harder to get it out of the Budget 
Bureau. 

As much as I smart under the procedures when I want to get some- 
thing done, I cannot help but think it is the right procedure. 

Mr. Burz. The point is that while a particular agency may agree 
with a decision that has been made, I think there is no area of de- 
cisionmaking in this act for which there is not clearly delegated 
responsibility. 

Senator Humpnrey. That may be true. But if that is true, then 
we ought to be asking why some of the responsibility has not been 
fulfilled. Senator Fulbright recently ge about some of the 
funds that were to be utilized in Public Law 480 under education »nd 
exchange programs. Very little, if any, of it was ever programed, 
yet the money is available—the currency is in the banks. It is there 
and loses its value. 





Mr. Garnett. The Department of State has that responsibility. 
Senator A1rkEN. We were given to understand in the Foreign Rela- 
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tions Committee that there is $1% billion of foreign currency on 
hand that virtually had all been planned largely for loans to foreign 
countries. That billion and a quarter did not all come from Public 
Law 480. Some of it was generated from other sources. 

It is also anticipated that we will get another billion and a quarter 
of foreign : urrency. 

And as I understood it, a good share of it was to be used for loan 
commitments to foreign countries. So instead of giving them dollars, 
we will give them their own currency. We will loan that to them, 
which will make for smoother operation all around and at the same 
time save our dollars. 

Here is one thing that I think we should keep in sight. Last vear 
there was a tremendous increase in international trade in exports 
from this country. It reached somewhere like $19 billion, which was 
unheard of even in wartimes. This year it looks as if our exports will 
reach over $20 billion. That is just a guess on my part, but I think 
itisa pretty ‘straight guess. 

These exports have contributed tremendously to the $400 billion 
and over in our gross national product, far more than the 18 or 20 bil- 
lion dollars. 

We do not want to lose sight of the fact that this tremendous in- 
crease in foreign business has been due in part, possibly a large part, 
to operations under Public Law 480 and the mutual security program. 

It is true that we are getting soft currency for agricultural com- 
modities, as Secretary Butz has indicated. I believe we are selling 
wheat and cotton to Italy for lira, for instance, but that releases her 
dollars so that she buys, as Senator Humphrey said, electrical wiring 
and other things that she needs to strengthen her own economy in 


other ways, and at the same time makes her a better future customer 
of ours. 


Senator Humrnurey. Exactly. 

Senator Arken. It is quite unfortunate that all of this improve- 
ment in foreign countries is charged up to agricultural programs. It 
is also unfortunate that mutual aid and Public Law 480 are criticized 
by some of the people who benefit from them most and some of them 
belong to organizations that are very critical of the very programs 
that are helping them to do, as Secretary Wilson said the other day, 
to make more money than they ever had before. 

Senator Humpurey. I read his statement. I concur in it, certainly. 

Iam both a champion of him and his wife. 

Mr. Butz, just 1 or 2 more observations so that we get this down. 

I want to concur with what Senator Aiken has just said, because I 
think this has had a tremendous impact on our foreign trade, on the 
whole development under Public Law 480. 

Senator ArkEN. We have increased not only our foreign trade, but 
the foreign trade of the whole world. Nations are trading with each 
other to a degree that they never thought they would before. And 
you know that is one of the strongest deterrents to war that we hav e, 
economic prosperity over the world. 

Senator Humpurey. Yes. 

Just this question for the record. Have reasonable precautions been 
taken, insofar as the Department of Agriculture is concerned, to safe- 
guard usual marketings as Dr. Butz has referred to them, dollar 
murketings, for all phases of Public Law 480 under your jurisdiction ? 
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Mr. Burz. We have honestly attempted to do so. 

Senator Humpurey. Whenever I have had a complaint, I have 
taken the liberty of forwarding it to the Department and have received 
areply. I remember one that you may recall, the one from Thailand 
that I had some time ago. 

Mr. Butz. I might say that I was in Thailand 4 weeks ago. I 
talked to their Foreign Minister and the Secretary of Foreign Affairs. 
They are ones of what we did and our rice disposal program. 

Senator Humrurey. What precautions have been taken to assure 
that resales and trans-shipments to other countries, other than for 
domestic purposes, do not occur ? 

Mr. Garnett. This is one of the basic undertakings of the foreign 
governments and it is written into the purchase authorization that it 
is not to be transshipped. 

Senator Humrpurey. Do you know that there were some complaints 
of certain amounts of transshipments, particularly out of some of the 
northern European countries? 

Mr. Garnetr. Not under Public Law 480. 

Senator Humpnrey. Not under Public Law 480 ? 

Mr. Garnett. No, sir. 

Senator Humpurey. What were those complaints about ? 

Mr. Garnett. There were some complaints, sir, about the shipment 
of oil, but those were oils that came out of stocks and were in private 
trade. 

Senator Humenurey. They were for dollars? 

Mr. Garnett. Yes. 

Senator Humrnurey. And the complaint was that they had found 
their way back behind the Iron Curtain ? 

Mr. Garnetr. There was a complaint of that kind. 

Senator Humpnrey. Was that complaint valid, in your view? 

Mr. Garnett. It is very difficult to ascertain. We do not have the 
police powers to police every shipment. 

Senator Humenrey. This was for dollars? 

Mr. Garnett. These were for dollars. 

Senator Humenrey. And not for Government-sponsored programs / 

Mr. Garnerr. They came out of the Commodity Credit Corpora- 
tion stocks. 

Senator Humrnurey. The Government had the inventory ? 

Mr. Garnett. That is right. But it is not under any Public Law 
480 program. 

Senator Humpenrey. Do you feel that it is inconsistent with the ad- 
ministration’s foreign policy to deal in sales for either foreign cur- 
rency or for barter arrangements ? 

Mr. Burz. No: indeed, not. I think we have learned how, the last 
few years, to use these things as a part of our foreign policy. I say 
it has been well coordinated with our foreign policy. : 

Mr. Garnett. If I might add, we do not subscribe to this as an 
established basis of doing foreign trade, that we should always seek 
to have our foreign trade conducted through commercial channels for 
convertible currencies. 

Senator Humpnrey. Yes, sir. 

Mr. Garnett. This is an emergency. a temporary program, and we 
think that it has been handled quite well. 

Senator Humpurry. I do not want to press vou on this point 
very much. Ever since I have been in Congress I have been hear- 
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ing about the mutual Sian program being a temporary or emer- 
gency program. I want publicly to commend the Secretary of State 
for having had the courage to say some time this week that it may 
last for another 10 years. 

When will we grow up and admit that we have a long fight on our 
hands? This is not one thing that you close up next week or next 
year. I feel it is time that the American people were dealt with as 
if they were adults. 

If you can convince me that the Soviet Union will be like an Arab 
and fold up his tent in the middle of the night and sneak away, I will 
say that we will get back to being much like grandpa was in Dade 
County. Grandpa i is dead. The farm is gone. The world in which 
we live is kaput. So now, tell us if you can, what about this? How 
long is the emergency? I am only 46 years of age. And as long 
as I can remember , there has been an emergency. 

Mr. Garnett. I addressed my comments, Senator, to your ques- 
tion this way, that we do not think that trading in foreign currency 
should become the established procedure for the United States to 
conduct its foreign trade in. 

Senator Humpnrey. Right. I agree with that. When do you 
think we will get out of it? 

Mr. Garnett. As long as the emergency lasts. [Laughter.] 

Senator Humrnrey. All right. Would you like to make an esti- 
mate as to the length of the emergency ? 

Mr. Garnett. “My statement is that of Mr. Dulles. 

Senator Humrurey. Your statement is that of Mr. Dulles? 

Mr. Garnett. Yes. 

Senator Scuorrret. I do not want to let this opportunity pass. 
Here is one Senator who believes we ought to keep cutting it down, 
and when these countries get on their feet, they should assume a 
greater burden and assume their res onsibility of defense. 

When this means that we have to look to a continuation of it all 
the way down—I will say that it is too generous to build up in their 
minds that we will always be in that position. The American tax- 
payer may have something to say about that. 

Senator Humpurey. Exactly. 

Senator Scuorrret. We have to look at it, and not to give them 

carte blanche authority to go right on. I disagree with that. 

Senator Humrnrey. I would not want to say that we should give 
them carte blanche authority, but my feeling is that when you pro- 
gram this for just 1 year at a time, that you may very well not have 
the kind of planning that is most desirable for the utilization of either 
the funds which are generated from the program or the use of the 
food that is sold under the program. 

I think both Senator Aiken and I supported the idea in committees 
the other day of a little more long-term programing, even of dollars. 

Senator Arken. The reason we are making a longer term program 
of the mutual aid is that we are getting on a more “businesslike basis 
which necessarily has to be on a longer | term program, when you put 
it on the basis of loans instead of giveaway. We believe that making 
the loans, even though they may ‘be soft loans, is more palatable to 
the public, as a whole, than continuing to make contributions, even 
though they are on a year-to-year basis; that the loans on a long-term 
basis are much sounder and more acc eptable to the public. 
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We do not want to forget that the Export-Import Bank itself 
started as a soft-loan organization, ostensibly to help the Latin Amer- 
ican countries, actually to make business for American manufacturers. 

Senator Humpenrey. That is right. 

Senator A1ken. When that organization started, they thought if 
they collected 50 percent of the loans they would be doing very well. 

They not only collected 100 percent, but they have accumul: ated 
about $450 million in profits over the 23 years it has been in existence. 

And I believe that if we make soft loans, even to some of our foreign 
countries—even if the money to make those loans comes from the sale 
of our surplus commodities—that in the course of time those loans will 
become good. A good share of them will become good just as our 
Farmers’ Home Administration loans have become good. 

Senator Scnorrre,. And I do think in fairness that that is putting 
it at the same time on a sound, approachable basis. 

Senator Arken. That is right. 

Senator Scnuorrre.. On a longer term amortization loan arrange- 
ment which puts it in a good position for our country as well as those 
countries. 

Senator Arken. Some of the representatives of other countries in 
which we have carried on programs think it is much better to put these 
oe on a businesslike basis, even if there is a question whether they 

‘an make their payments on time. I have faith to believe that most 
of them will meet their payments. In fact, in the last 2 years, we have 
collected one-hundred-and-sixty-odd million dollars in interest from 
loans which have been made since 1947, and they are beginning to pay 
on the principal now, too. I expect many of them will be in arrears, 
but if we can use our surplus commodities and use the money that we 
get from the sale of the commodities under Public Law 480 to help 
finance this program, it just makes sense to me. 

Mr. Burz. I think that there is this difference that we have to be 
aware of. The Export-Import loans are repayable in dollars as I un- 
derstand it. These Public Law 480 arrangements that are made for 
economic development are repayable in dollars or foreign currency. 

It remains to see which they will be paid back in. I suspect they 
will be paid in local currency. 

The question then arises, What use will we have for them ? 

Senator ArkeN. Yes; that is correct. We have not had too much to 
do with that so far. 

Senator Humrurey. You are really trying to take a long-term bet. 

Mr. Burz. That is right. 

Senator Humenrey. You are betting that these countries will im- 
prove their economic conditions so that they will be good investments. 
If they do not come out of it you will not have to worry too much, 
anyhow. It is something like the fellow that is st: anding on a bridge. 
If he falls over, he does not have to w orry about it. He is in, and he 
will be dead. 

These countries, if they do not come out of it, will make Khrush- 
chev’s prophecy come true. 

And I am of the opinion that we had better take that challenge of 
his rather seriously when he starts talking about our grandchildren 
living in a world of communism. What he is saying is that the best 
we are making in terms of investments in security are not going to pay 
off. I think he is wrong. I am willing to go the whole way with him. 
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Mr. Burz. We should not take his prediction lightly. That is why 
we are trying to move toward reestablishment of the free-market activ- 
ities and the separation of government operation from our products. 

Senator Humpnurey. I am also trying to maintain that we have some- 
thing to say about it. If I have something to say about who the Post- 
master General shall be and who will set the rates, I am not opposed 
to that too much. Living under communism, I would not have any- 
thing to say about that. There would be a limited number of people 
involved. 

What percentage of title I programs have been shipped, and what 
is awaiting expediting ? 

Mr. Garnert. About two-thirds of the program has been shipped, 
two-thirds of what has been programed has been lifted. 

The current shipments are running at a rate of about 1 million tons 
a month. 

Senator Humpurey. What would you say, about $60 million a 
month is the average? 

Mr. Garnett. A little higher than that. 

Senator Humpurey. A little higher? 

Mr. Garnerr. Yes, sir. 

Senator Humpenrey. About what ? 

Mr. Garnerr. This year it will be $800 million at market value 
moving under title I for this particular year. 

Senator Humpnrey. What percentage of the total United States 
exports, agricultural, is this? 

Mr. Garnett. Out of a total export for this fiscal year 414 billion, 
800 million will move under title I, and 100 million under title II, and 
350 million under barter, and 150 million under 416, or the direct 
relief. 

Senator Humpnrey. What percentage is that of the total? 

Mr. Garnett. 31. 

Senator Humpurey. 31? 

Mr. Garnett. 31. 

Senator Humpurey. Of the total exports? 

Mr. Garnetr. Yes. 

Senator Humpurey. Is it true that a majority of the expansion of 
exports in recent vears has been due to Public Law 480, agricultural 
exports ? 

Mr. Garnett. Yes, sir. 

Senator Humpurey. Do you feel that agricultural exports have a 
tendency to bolster the domestic market price ? 

Mr. Garnett. This is true, particularly in such commodities as 
vegetable oils, meat, lard, tallow, and those products. 

May I elaborate that just a little bit more? It has a direct market 
effect on those commodities that are not in the Commodity Credit 
Corporation’s stocks. 

Senator Humpnrey. What is the loss in inventory due to deteri- 
oration or other damage during the past fiscal years of our surplus 
in storage? 

Mr. Butz. Mr. Berger can answer that. 

Mr. Bercer. I will put that in the record. 
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Senator Humpurey. Yes; I would appreciate that. 
(The information is as follows:) 


The following tables show the amount of realized loss sustained by the Com- 
modity Credit Corporation on dispositions of deteriorated commodities and the 
amount of loss due to shrinkage and spoilage. The loss shown on dispositions 
of deteriorated commodities is the difference between the cost value and the 
proceeds received. The realized loss is not necessarily attributable to deteri- 
oration alone inasmuch as it cannot be assumed that total cost would have been 
recovered if there had been no deterioration. No estimate is made of possible 
deterioration of commodities on hand because when deterioration is observed 
the commodities are disposed of and realized loss is recorded. 
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Senator HuMrurrey. What use has the Secretary of Agriculture 
made of the directive to him to assist farmer cooperatives in effecting 
the exchange of agricultural commodities in their possession for stra- 
tegic materials? 

Mr. Bercer. What was the question again ? 

Senator Humpurey. The Secretary of Agriculture has a directive 
to assist farmer cooperatives in effecting exchange of agricultural 
commodities in their possession for strategic materials. 

Mr. Garnett. We have sent a man from the Farmers Cooperative 
Marketing Service to a number of countries to work with their co- 
ops, to try to work this out. It has not been very successful, because 
these cooperatives in foreign countries are not the ones that do inter- 
national trade. They are not familiar with the techniques. It has 
not worked out. 

Senator Humpnurey. That is under section 303 of the Barter Au- 
thority and it is the last part of that section ? 

Mr. Burz. I have it here. Mr. Garnett just said that we are send- 
ing a representative abroad. These have to be between the coopera- 
tives. 

Senator Humrnrey. What about our own cooperatives here in mak- 
ing exchanges? 

Mr. Burz. That is the purpose. I understand that is the purpose 
of the man who is abroad for the farmers cooperatives. 

Senator Humpurey. This is now underway, then ? 

Mr. Garnett. We have sent a man to a number of countries to in- 
vestigate this possibility. 

Senator Humenrey. Who is this man? 

Mr. Garnett. Mr. Heckman of the Cooperative Marketing Associa- 
tion. 

Senator Humpurey. He is the Department representative ? 

Mr. Garnett. Yes. 

Senator Humpurey. Have you ever had any members of the farm 
cooperatives go over and see if they could explore some market possi- 
bilities ? 

Mr. Garnett. Not to my knowledge. 

Senator Humpeurey. Would that be a good idea in the light of this 
directive? This is in the law. This is not something that was in 
the committee report. 

Mr. Burz. They can do that through the various State promotion 
groups that we have in wheat and soybeans and poultry, and also in 

various other groups. The co-ops are represented in those groups. 
And we try to contract with one agency for market promotion abroad. 

Senator Arken. Did not a good many cooperative representatives 
go abroad, I believe just before Public Law 480 was passed, to see 
what they could do in the way of drumming up markets in other 
countries? I recall that they went all over the world and looked to 
see if there was a possibility of developing markets. But that was, 
as I recall, just a few months previous to the enactment of Public 
Law 480. 

Mr. Burz. They did that. 

Senator Arken. I do not know whether Public Law 480 grew out 
of that. But there were a lot of co-ops represented among the peo- 
ple who were sent abroad. 
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Mr. Butz. Yes. 

Senator Humpnrey. I would like to have the Department give 
some thought to this at a later date when we might want to come back 
to it. I thought that I would open it up for purposes of exploration 
this morning, because some of the cooperatives have expressed interest 
in making long-term contracts for certain foreign materials used by 
American agriculture, such as fertilizers, binder twine, et cetera, 
under a barter arrangement. Again, we do not want to displace nor- 
mal markets. I thought that we ought to just lay this out and maybe 
discuss it. I have no preconceived notions about it at all. You might 
want to give it a little thought, Mr. Garnett. 

Mr. Garnett. We will be glad to. 

Senator Humpnrey. And Mr. Berger. 

Mr. Bercer. Yes. 

Senator Humpurey. We will come back to that at a more leisurely 
moment when you have more time to discuss it. 

With all of this news about Poland, and the arrangements which 
have been made, which, I might say, I fully concur in, are there any 
other Iron Curtain countries which have expressed a willingness to 
deal with the United States in the disposal program of United States 
agricultural surpluses? Have any offers been received from them? 

Mr. Garnett. We have not received any. Mr. Kalijarvi might be 
able to answer the question. He is from the State Department. 

Mr. Karisarvi. We know of none. 

Senator Humrpnrey. You know of none? 

Mr. Garnett. No. 

Senator Humpurey. Have you offers been received from Poland for 
barter ? 

Mr. Garnett. There have been a good many discussions, but not 
really backed by the Polish Government. 


STATEMENT OF THOMAS R. RAWLINGS, DIRECTOR, BARTER AND 
STOCKPILING DIVISION, COMMODITY STABILIZATION SERVICE, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Senator Humenrey. What is your name? 

Mr. Rawurnes. Mr. Rawlings. We have received inquiries, but no 
firm proposals. 

Senator Humepnrey. No proposals? 

Mr. Rawrines. Not to my knowledge. 

Senator Humpnrey. No proposals for cement ? 

Mr. Rawitnes. No, sir. 

Senator Humprrey. They have a lot of cement. We have a lot of 
coal in the United States, but we are a little short on cement. 

I had a lot of trouble in Minnesota trying to get cement for normal 
street-repair purposes. 

When you were down in Thailand, did you see any cement stacked 
up there in ships ? 

Mr. Burz. I did not see it. There may have been some. 

Senator Humrurey. There was some cement someplace in Thai- 
land—on some kind of an arrangement. 

Mr. Garnetr. That was Burma. 

Senator Humpnrey. The cement was for Burma? 
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Mr. Garnerr. Burma bartered some rice, I believe, for cement. And 
the cement stayed on the docks until it had to be blasted off. 

Senator Humpnrey. I wondered if in these arrangements with Po- 
land if the barter situation had come to a point where you discussed 
the exchange of some of our commodities for cement ? 

Mr. Rawiines. No, sir. In the first place, under our framework, 
unless there is need or a Government requirement for the cement we 
have not attempted an exchange on a barter basis. 

Senator Humpnrey. How can you say there is no need for cement 
in the United States with our roadbuilding program on a scale such 
as the universe has never known ¢ 

Mr. Rawtines. The Government is turning that over to the States. 
It is not a Government agency requirement. They have taken that 
off of our hands. 

Senator Humpurry. Would there be anything wrong in the Gov- 
ernment getting hold of it ? 

Senator Arken. Mr. Chairman, are we not waiting for a change in 
the law to permit barter with Poland? We cannot do it under the 
present law. The House is still in possession of the bill, in which the 
Senate authorized the change in the law. 

Senator Humpurey. [ wondered in the light of the fact that many 
a Congressman and Senator, I am sure, has been under the same pres- 
sure that I have due to the shortage of cement, I wondered whether 
there were any serious discussions of this. It might be an incentive 
for a change in that part of the law. 

Mr. Rawuines. We have discussed it. The way it operates, the 
money is given to the States periodically. They put it out on private 
contracts to people that build the roads in the States. 

Senator Humpnrey. You should sell it to the cement companies. 
We may not be permitted to do that business. 

Mir. Garnerr. It is the other way around. Private business can 
legally buy from Poland for dollars. 

Mr. Brroer. They can go over there and bty it. 

Mr. Garnertr. Until we have laid the groundwork, we will have 
to wait to see what comes from the House. 

Senator Humpeurey. Do you think that we should do that? What 
do you think about that Mr. Garnett ? 

Mr. Garnetr. Cement is not a strategic material. 

Senator Humenrey. It is not? 

Mr. Garnerr. Not according to the definition of ODM. 

Senator Htumenrey. Then ODM ought to make a new definition. 

Mr. Garner. If there is a shortage or a need for cement here, it can 
be purchased from a number of foreign countries, including Poland 
and Hungary that both have cement. 

Senator ArKeN. For the record I agree with you. 

Senator Symineron. The cost of the new road system will be much 
higher than what it was planned unless the shortage of cement is 
tnken care of. At the same time we are very long on agricultural 
products. ‘ ; 

I think cement is a strategic material. It is certainly important to 
our highway program. 

[ hope we can do the same type and character of trading with 
people who might well be on our side, like Poland, as is being done by 
our friends and allies whom we are subsidizing. 
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Senator Aiken. The situation is that the shortage of cement in 
this country could very quickly be overcome if new plants were started. 

There is plenty of material. 

Senator SymMineron. I went into this when I was a member of the 
Subcommittee on Public Roads that was looking into this question 
of the $50 million bill for highway construction. While you can build 
new plants, you will have a tremendous increase in your demands for 

cement. I am not sure that the cement-plant construction can keep 
pace with the demand generated by the new roads program. 

You immediately come to the question of how far the plant in 
question wants to go in its plant expansion just to meet the temporary 
demand, 

Senator Aiken. I think that you will find some domestic opposition 
to establishing new plants. 

Mr. SYMINGTON. We would like very much to have some plants in 
our State. We would, also, like to see the surplus of agriculture com- 
modities handled on a more businesslike basis, so that they would not 
depress the market. 

Senator Humrurey. If it is agreeable with my colleagues, I 
believe Dr. Butz could be excused. Dr. Butz indicated much earlier 
he had another appointment, and he has gone way over his time. He 
has been very generous, and if he wants to leave, that is fine with me. 

I will ask Mr. Garnett if he will stay with us for a little while. 
Will that be all right with you? 

Mr. Garnett. Yes. 

Senator Humpurey. Mr. Berger is with the Commodity Credit 
Corporation, Commodity Stabilization Service. I doubt that we will 
go into barter arrangement any more today. If you have other things 
to do, I will not hold you. 

Mr. Berger has indicated to me that there is a man in his Division 
who is mostly responsible for the barter arrangements who has another 
assignment for a few weeks in the Navy. 

And I want the man available to talk to us in some detail on it, and 
if it is agreeable with my colleagues, we will await his return. It will 
be a little later. He will not be here until about the first of July. I 
think that it would be better, rather than to get started on it and then 
coming back, that it would be better to wait until we can put it in al- 
together. 

Would that be : agreeable to you, Senator Aiken ? 

Senator Arken. Yes. 

Senator Humrurey. Senator Schoeppel ? 

Senator Scnorppe.. It is agreeable to me. 

Senator Humpurey. Fine. By that time we may have Public Law 
480 out from the House. 

Mr. Kalijarvi, would you like to come up here, so that it would be 
easier for you? 

Any of the Department people that are not required to go to other 
commitments, I would appreciate it if they could stay and give us the 
benefit of their advice. I want all of those who attended toda ay to know 
that this session is considered by me to be an exploratory session. We 
did not have a chance to go into all of the details that we shall go into 
later. We are grateful for this opportunity to hear from the Dep: urt- 
ment of State. 
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Mr. Kauisarvi. Preliminary to my statement and apropos of the 
discussion, I would like to say on the Polish matter, the foreign cur- 
rencies that will become available under our title I agreement with the 
Poles are, of course, zlotys, and we could use them for the purchase of 
cement. 

Senator Humrurey. That is the Polish currency ? 

Mr. Karisarvi. That is the Polish currency. 

Senator Humpurey. We would be able to use that currency 
do you call that ? 

Mr. Kaursarvi. Zlotys. 

Senator Humpnrey. You can use them to purchase the Polish 
cement ? 

Mr. Kanisarvi. Yes, that is right. 

Senator Scuorrret. Do I understand that you could do that under 
the present law within the framework of the present law ? 

Mr. Kaxisarvi. Yes, sir. The agreement with the Poles is elastic 
enough to take care of that. 

Senator Scnorpret. Thank you. 

Senator Humpurey. On the agreement which has been signed ¢ 

Mr. Kanisarvi. Yes. 

Senator Humpnrey. Just for the record, that agreement is in effect 
now ¢ 

Mr. Karisarvi. That agreement in is effect for that part for which 
we have the authorization to go ahead at this time. 

Senator Humprurey. That is about one-half of the funds? 

Mr. Kauisarvi. Yes, we are waiting for the balance of the $65 mil- 
lion to become available as soon as Public Law 480 is extended. 
Zlotys under that, incidentally, could be used in the same way as those 
that have been specifically contracted for under the current agreement. 

Senator Humpnrey. And that currency can be used for any and all 
requirements under the law, under the standards of Public Law 480, 
for education and for paying our Embassy costs, and so forth. 

Mr. Katisarvi. That is correct. 

Senator Humpurey. You may proceed with your statement. 





what 


STATEMENT OF THORSTEN V. KALIJARVI, DEPUTY ASSISTANT 
SECRETARY FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE 


Mr. Kauisarvi. Mr. Chairman, the Department of State welcomes 
this opportunity to place in the record its appraisal of the overall 
impact of Public Law 480 on our foreign relations. 

Although Public Law 480 has been in effect only for a relatively 
short period and it is perhaps too early to evaluate the results in 
specific terms, we do know that a number of countries are better off 
than they would have been without Public Law 480, There are also 
certain disadvantages which are equally difficult to assess in con- 
crete terms. In general, however, we consider Public Law 480 pri- 
marily as a temporary emergency expedient to make constructive use 
of our agricultural surpluses, at home and abroad. 

The Department of State is responsible for negotiating all Public 
Law 480 agreements with foreign governments, as well as seeing to 
it that the resulting programs are effectively coordinated with other 
United States activities abroad and are in accord with the overall 


foreign-policy objectives of the United States. It is clearly in our 
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interest to have political and economic stability throughout the 
world. To the extent that we can use our agricultural surpluses to 
assist in promoting these objectives, it is to our benefit to do so. This 
has been and continues to be the policy of the Department of State 
with respect to Public Law 480, and we believe that, given the is 
to do something about the surplus problem, we have succeeded i 
general in using surpluses for sound purposes. 

Two portions of the law, title II and part of section 302 of title 
IIT, have undoubtedly produc ed dividends in the foreign relations 
field. The first has permitted prompt and sizable relief to friendly 
peoples following such catastrophes as earthquake, drought, and floods, 
To date about $300 million worth (in terms of CCC “cost) of agri- 
cultural commodities have been distributed under title II, and since 
our purpose has so obviously been to alleviate human distress, and 
since the effect on commercial markets has been minimal, we have 
gained good will in the recipient countries and throughout the world 
community without arousing the resentment of other exporters of 
the same agricultural products. Similarly, donations of perishable 
surplus foodstuffs through nonprofit voluntary agencies to needy 
persons abroad have undoubtedly generated good will, increased or 
maintained the physical well- being of friendly people over what it 
would otherwise have been, and, except in a very few isolated cases, 
resulted in no displacement of commercial purchases which would 
otherwise have been made. 

The major movement of farm surpluses under Public Law 480 
takes place through title I sales for local currencies. This phase of 
Public Law 480 is of primary interest to the Department of State, 
not only because of its magnitude but because of the many activities 
facilitated by the use of the currencies generated and their impact on 
our foreign relations. 

The title I agreements which have been negotiated have varied in 
their importance to United States foreign policy, to the economy of 
the other country, and to other potential supplying countries. For 
example, Pakistan is one of our best friends in Asia and we believe 
that our title I programs there have contributed greatly to helping a 
friendly people and government. Pakistan is desperately poor and 
her foreign exchange earnings are limited. She suffers from serious 
annual food deficits and it has been largely through Public Law 480 
that she has been able to feed her people adequately. Numerous other 
countries, including those being considered today by your committee, 
have likewise benefited to an “important degree not only from the 
standpoint of feeding hungry people but from various public works 
projects, anti-inflationary measures and other activities financed with 
local currencies generated by title I sales and loaned back to the re- 
cipient countries Dd vy the United States Government. 

On the other side of the ledger there are several disadvantages in 
connection with our foreign relations which result from Public Law 
480. We believe that our programs should be designed to stimulate 
the initiative of our friends and to strengthen them so that they may 
make an increased contribution to the security of the free world. We 
should avoid programs which can be seized upon as an escape from 
the consequences of poor economic policies. We should be careful, 
when we superimpose large Public Law 480 programs on existing 
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activities, that we do not throw the entire economic development struc- 
ture out of balance. We should not help create situations which result 
in getting these countries in debt beyond their capacities to repay. We 
certainly should avoid designing programs which recipient countries 
can never hope to carry forward with their own resources. Further- 
more, we must avoid the development of permanent dependence on 
essential shipments of food and fiber from the United States under 
an emergency and temporary program. 

Title I of Public Law 480, however, and the barter provisions of 
title III cause us serious foreign-relations problems with virtually 
all other exporters of any of the agricultural products included in title 
Ll agreements. The basic problem, of course, is to insure that title 1 
sales or title III barter operations do not displace, or appear to dis- 
place, commercial sales at world market prices which we or some other 
free world country would otherwise have made. Most other nations 
which export agricultural products are greatly dependent upon such 
exports for the bulk of their foreign-exchange earnings. ‘They are 
not able, as we are, to sell for foreign nonconvertible currency at 
prices unrelated to either the cost of production of the commodity con- 
cerned or to the level at which the price of the commodity is supported 
domestically. Our potential competition for world markets for agri- 
cultural products, therefore, is not subject to normal economic limita- 
tions as represented by competitive costs, since the agricultural ex- 
porter is helped by the rest of a rich and diversified economy. 

Needless to say, the executive branch of the Government has made 
strenuous efforts te prevent injury to the normal trade of friendly 
countries as a result of title I agreements. The State Department, 
because of its specific responsibilities, has naturally taken the lead in 
these efforts. By directing the bulk of such agreements to countries 
experiencing exchange difficulties, by carefully controlling the quan- 
tity of each commodity included in each agreement so as to minimize 
the probable effect on normal commercial purchases, and, on occasion, 
by writing into title I agreements the requirement that a specified 
quantity of a given commodity be purchased by the recipient country 
from its own exchange resources from the world at large as well as 
from the United States specifically, the United States has held down 
the amount of injury actually sustained by other exporters. We have 
not been completely successful in preventing all injury, however, and 
some of our best friends abroad have apparently been hurt the worst. 
Canada may serve as a case in point. 

Although Canada is rapidly becoming industrialized, she is still 
dependent upon her wheat exports for an important portion of her 
foreign exchange earnings. She cannot afford, as we can, to sell for 
nonconvertible currency and loan a major portion of that currency, 
at low interest rates, to the country concerned for periods up to 40 years. 

Neither can Canada afford to give much of her wheat away, either 
directy in the form of disaster relief or indirectly through private wel- 
fare agencies. She must get dollars for her wheat. Canadian and 
United States wheat are priced alike on export markets, allowance 
being made for differences in class and grade. However, at the 
time of export the United States producer has already received a con- 
siderably higher price from the Commodity Credit Corporation. The 
Canadian wheat farmer, on the other hand, can receive no more for 
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his export wheat than the Canadian Wheat Board can get for it on 
world markets, and if the Canadian Wheat Board can’t sell it at all, 
he must hold his wheat and wait for his money. 

Now neither Canada nor the United States has cut wheat prices, 
but the other concessions which the United States is able to offer, such 
as sales for local currency and long-term credit, have resulted in the 
current wheat marketing year in a marked increase in United States 
wheat exports in relation to Canadian wheat exports. It looks now as 
if our exports during the current wheat marketing year will be on the 
order of 520 million bushels as compared with 345 million bushels 
last year, while Canadian exports will apparently be about 260 million 
bushels compared with 300 million bushels exported last year. 

These quantities must be compared with the averages for the past 
6 years of approximately 330 million bushels for the United States 
and 300 million bushels for Canada. This situation is causing the 
Canadians considerable concern, particularly since the total world 
trade in wheat this year will apparently be about 1,150 million bushels, 
10 percent larger than last year’s 1,033 million bushels. Canada’s 
failure even to ‘hold last year’s export level, to say nothing of sharing 
in the increase in world wheat imports, is attributed by the Canadian 
Government and people almost entirely to the aggressive disposal 
policies of the United States of which our title I programs, aggregating 
about 291 million bushels of wheat in agreements signed since July 1 
last year, are a major part. 

Senator Humpurey. May I interrupt you at that point? 291 mil- 
lion bushels of wheat have been signed up for export since July 1956, 
almost a year ago. How much of that total amount went to India? 

Mr. Katrsarvi. Fifty million. 

Senator Humeurey. Fifty million out of 

Mr. Karisarvi. Of 510.000,000; that 510,000,000 overall. 

Senator Humenrey. I thought you said there were 291 million bush- 
els of wheat in the agreement signed last July and of that 291 million 
bushels 

Mr. Karisarvi. Fifty million. 

Senator Humrurey. Fifty million is for India. 

Mr. Kauisarvt. Yes, I think that is the figure. However, we have 
the exact quantities here which we are checking and I might be wrong. 

Senator Humpnrey. Where did the bulk of it go—how much went 
to Turkey ? 

Mr. Garnetr. About 700,000 tons went to Turkey and about a mil- 
lion tons went to Yugoslavia. 

Senator Humpurey. Are they considered normal Canadian 
markets ? 

Mr. Kauisarvi. Turkey, India and Yugoslavia—— 

Senator Symrneron. What specific commodity are we talking 
about ? 

Senator Humrnurry. The wheat program. The feeling of the de- 
partments as expressed in this paper is that Canada has grave con- 
cern over our aggressive disposal policy, and that it is not going to 
share adequately in the total world export picture this year. Need- 
less to say, every American is deeply concerned about our relationships 
with our best friends, namely Canada. And I do not think anyone 
would want to do anything that would injure that relationship, at 
least knowingly do it. The point that I am trying to develop—and I 
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may be in error, but I have been of the feeling that much of this 
increase in exports under Public Law 480 has gone to markets that 
Canada could not sell to in terms of pounds sterling or dollars. 

I cannot imagine that Canada could have sold very much to Yugo- 
slavia, in the light of their exchange position. Perhaps it may have 
sold some to India under the sterling balances that India had coming 
and the debts that other countries owed to India from World War II. 

Senator Symineron. If you will yield just a moment—you can 
always sell if you are willing to reduce the price. 

Senator Humpurey. The point that the Department is making is 
that we have so many other inducements, not only price. There has 
been no price cutting, but it is the long-term loans, accepting local 
currencies and some other things. 

Senator Symineron. I was only bringing it up because other coun- 
tries make efforts to increase their sales. Any additional inducement 
to buy, is always, in effect, a price cut. 

Senator Humpnrey. I would like to withhold my judgment on that 
for the moment. I just wanted to get an answer here. Where did 


this $291 million of wheat that was signed up under Public Law 480, 
title I, agreement go? 


STATEMENT OF HOWARD R. BRANDON, INTERNATIONAL RE- 
SOURCES DIVISION, OFFICE OF INTERNATIONAL TRADE AND 
RESOURCES, DEPARTMENT OF STATE 


Mr. Brannon. We have a breakdown of that 
Senator Humpurey. What is your name? 
Mr. Brannon. Howard Brandon. 

Senator Humpnurey. From the Department? 

Mr. Branpon. From the State Department. We have a complete 
breakdown prepared by the Department of Agriculture both in quan- 
tity 

Senator Humpurey. May we include that in the record at this point ? 

Mr. Branpon. Yes. 

Senator Humpurey. That chart? 

Mr. Branpon. Yes. 

Senator Humpurey. We will do it afterward. We can do it after 
your testimony. Generally, where did most of it go? 

Mr. Karisarvi. I can take up from there. The following figures 
are for the period from July 1, 1956, through May 31,1957. Austria, 
1,472,000 bushels: Colombia, 4,256,000; Ecuador, 533,000; Greece, 
7,635,000; India, 128,600,000; Israel, 2,825,000; Korea, 1,286,000; 
Pakistan, 16,707,000; Peru, 2,033,000; Turkey, 24,674,000. 

Senator Humpurey. What country is that ? 

Mr. Karisarvi. Turkey, 24,674,000; Yugoslavia, 32,433,000. 

‘ Senator Humpnrey. So that India actually got 122 million bushels? 

Mr. Karisarvt. I now have the exact figures before me which show 
that 128,600,000 bushels went to India. 

Senator Humpnurey. So when you get right down to it, Turkey, 
Yugoslavia, and India got the lion’s share of this ? 

Mr. Kautsarvi. And Brazil. 

Senator Humpnrey. And Brazil? 

Mr. Katisarvi. Brazil, India, Pakistan, Turkey and Yugoslavia. 

(The table referred to is as follows :) 
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Senator Humpurey. My only question is,-and I have no way of 
knowing a final answer, but my question is, would these markets have 
been under the existing economic conditions, realistic markets for 
Canadian exports? 


Mr. Katisarvt. They are the ones that did have a question in con- 
nection with that. 

I think it is very hard to state whether all of these countries would 
or would not have been potential markets for Canada. The Canadians 
point out, however, ‘int I think with some validity, that the nature 
of our transactions precludes them from getting into the markets. 
They have complained, for example, about our title I sales to Brazil. 
We had a problem there, and the position taken—— 

Senator Symineron. What kind of a problem existed in Brazil? 

Mr; Kauisarvi. Of the Canadians being in the Brazilian market, 
and that they had had a contract to sell wheat to Brazil and that this 
contract was not renewed when the United States took over the market 
with its sale of wheat under Public Law 480. 

Senator Symineron. Are you familiar with the Brazilian banking 
relationship with the Canadians in the past as presented to me by 
members of this committee ? 


Mr. Kauisarvt. I have some information on it but I am not thor- 
oughly familiar with the details. 

Senator Symrneron. And what are your comments on that, sir? 

Mr. Kaxisarvti. I think it is a very complicated and difficult situa- 
tion, with considerable room for argument and debate. I am merely 
pointing out that there is a feeling here that the Canadian market 
was displaced by the United States, and it constitutes a basic prob- 
lem for us in connection 

Senator Symineron. Have there been any cases where the Amer- 
ican market was displaced by Canada or other exporting countries? 


Mr. Katisarvi. I am not sure about that and I should like to verify 
it for the record. 


Senator Symrneron. Thank you. 
(The information is as follows :) 





The United States Export-Import Bank has made several loans to the Banco do 
Brazil. In the 1953 Export-Import Bank extended a $300 million line of credit 
to assist Brazil to liquidate past due United States dollar accounts. In 1955 the 
Export-Import Bank authorized a $75 million line of credit to assist Banco do 
Brasil in financing the acquisition and importation of products of United States 


manufacture or origin essential to the maintenance of the minimum requirements 
of the Brazilian economy. 


In 1954 the Export-Import Bank extended a credit in favor of the Banco do 
Brasil to finance the export of wheat of United States origin, notes payable one 


year after date. This served to finance the export of approximately 200,000 tons 
of United States wheat. 


It is reported that in 1954 Canada contracted for the sale to Brazil of 200,000 
tons of wheat on a 12 months’ credit basis. 


The United States Government has not subsidized any banks in Brazil since 
World War II and the Department of State has no information which would tie 
Export-Import Bank credits to Canadian wheat exports. 

Senator Scuorrren. I think it is well to interject my own personal 
views on this situation at this time, as to the wheat situation and the 
small grain situation in which we are in long supply, and I do not 
attempt to pose as an authority in that field at all. I would not 
want to leave the impression that despite the fact that the Congress 
of the United States and this committee has set up the machinery for 
a rather vigorous, open, aboveboard policy of seeking new markets for 
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agricultural surplus products and looking to the day when our expand- 
ing foreign trade will continue to grow. I hope it is not the position 
of the State Department that we could step aside and say “we will 
wait until an economic situation develops that they can move in,” and 
we would lose that market and lose all of the spadework and the benefits 
of that that we have openly and aboveboard pursued around the world, 
and at the same time given tremendous help, aid and economic assist- 
ance to these countries who would have been without it had they had 
to delay for several years. 

And I think there is a proper balance to be looked at here. And I 
for one would never want to see our Agricultural Department, or any 
governmental department to pull off of the work that we have been 
doing, particularly in an open and aboveboard manner, around the 
world, because there is some criticism which for the moment only— 
the very thing that the Senator from Missouri points out here—some, 
at least, that has been justified, that they moved in, and we the tax- 
payers in the United States had to move in to bolster them and pull 
them out. 

I believe we would be remiss in our responsibilities if we put off and 
pulled off and stepped aside without proper and searching evaluation 
of the complaints that have come in on the foreign nation side, so far 
as some of these neighbors of ours are concerned who are in competi- 
tion with us around the world. 

Mr. Karisarvi. I do not think we have advocated the position that 
you indicate here. What I have been trying to say in my statement is 
that Public Law 480 is not an unmixed blessing; that it does have 
disadvantages as well as its good points. One of our basic objectives 
is to keep our relations with other exporting countries on an even 
keel. 

Senator Scuoerre.. I might say to the Secretary that I have been in 
South America, this last year I was there, over a period of several 
weeks, and when I went down there governmental officials asked 
me to come up and visit with them, strictly on their own invitation. 

So, of the countries you, Mr. Secretary, mentioned here, and I 
heard the highest officials in some of those countries give qualified 
praise of Public Law 480, and what they were able to do as a result 
of it. And at no time did I head from those responsible government 
officials in South America that they were not reasonably keeping their 
commitments even among their own neighbors in South America with 
reference to some of these 480 funds, but they were enabled to make 
progress if developments on the economic side in their own govern- 
ments, that they could not and did not want to wait years to do. 

And I thought it was a remarkable thing that we were in a position 
to do just those very things on a long-term amortization loan basis, 
in the utilization of those currencies of their own countries in those 
areas. 

Mr. Karisarvi. In general, I am sure that is true. 

Senator Humpnrey. Do you want to complete your statement’ 

Mr. Katisarvt. Yes. To proceed: This sort of thing places a heavy 
strain on the normally friendly relations between the two countries. 

Others of our good friends who have been vocal in their complaints 
of injury by the United States in the form of displacement of their 
exports from the world’s import markets include Australia, New 
Zealand, Denmark, Mexico, Uruguay, and even countries which have 








eS “2 oe ee eS’ 


= 


Sa 
+ 


eo 


es 


POLICIES AND OPERATIONS 95 


themselves been the recipients of significant quantities of title 1 com- 
modities, such as Argentina, Burma, Italy, and Peru. All of these 
countries have been most understanding and realistic about our dis- 
posal problems, but they remain fundamentally disturbed by what 
they regard as a potential threat to their basic economies. They 
regard Public Law 480 as a temporary expedient. If they were to 
think it likely to be otherwise, they would no doubt be far more dis- 
tressed. 

I should like to conclude this general statement by pointing out 
certain conclusions which seem to us inescapable : 

(1) Public Law 480 disposals under title II have been very helpful 
to our foreign relations, as have disposals through private charity 
under title III. 

(2) Specific United States objectives, such as educational and cul- 
tural exchange, assistance to American schools abroad, military hous- 
ing, mutual defense, market development, acquisition of strategic 
materials, have all been materially promoted by Public Law 480. 

(3) Public Law 480 disposals under title I have been helpful in 
terms of our relations with certain individual countries because we 
have assisted them when they were in trouble. 

(4) Public Law 480 disposals under title I, and title III barter, 
have upset some of our best friends abroad. These people have been 
patient because they regard the program as temporary. 

(5) Excessive and continue help to a country through title I could 
lead to a heavy debt burden or to unfortunate and expensive depend- 
ence on the United States, and to a defeat of other United States ob- 
jectives. 

Now, Mr. Chairman, your committee has asked for information 
regarding specific programs in 11 countries. We are preparing a 
separate and short statement on each country’s program which we 
shall file with the committee. 

Senator Humpnrey. Thank you very much. 

Mr. Katrsarvi. After the committee has had an opportunity to 
review these statements we shall be pleased, in executive session, to 
comment on the impact of Public Law 480 on our relations with in- 
dividual countries. 

Senator Humrurey. This is exactly what we will want to do later 
cn, to come back after this general exploratory discussion today in 
executive session to go over some of the details of the operation of 
the program. And may I say, sir, some of the more detailed dis- 
cussions of these problems arise under Public Law 480; I do not think 
it would be good to spread them publicly on the record lest there be 
some needless misunderstanding with our friends abroad. 

Mr. Kaursarvt. Iam glad you share trat feeling. 


Senator Humpnrey. I do share that feeling. We have a tough 


enough time keeping good friends, and it is no use trying to make it 
any more difficult. 

Senator Symineron. Will you yield at that point? 

Senator Humpnurey. Yes. 

Senator Symrneton. I could not agree any more with the Chair’s 
statement. I think that many of these countries and our own State 
Department should take into consideration the fact that we are sup- 
porting these countries, most of them, to the tune of a good many 
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pier pr of dollars a year, and that the only place that that money 

‘an come from is from the taxes against the people of the United 
States. I hope that everything can be done to use those surpluses, 
in trying to make it possible for us to support, at least partially, so 
many nations all over the world. 

Senator Humrurey. I agree. Thank you. That is one of the 
purposes of this inquiry. Mr. Kalijarvi, there is one question that 
I wanted to ask in relationship to the general picture about our ex- 
port trade: Could you give this committee a report from the respec- 
tive countries that have made some complaints as to whether or not 
those countries have suffered in their total export trade, in other 
words, take country “A,” does it have fewer exports today than it 
had last year, or the year before ? 

The reason I ask this question is that I have had some feeling in 
my personal discussions with representatives of these countries that 
they began to look upon the world market as a very fixed and inflexi- 
ble economic pie, and they have had a certain slice of that pie, and 
that is the slice they want to maintain. 

Maybe it is just because I am from the Midwest, or maybe it is 
just because I am an American, but I think of the pie as getting bigger 
and bigger and bigger. And I feel that when it starts to get a little 
bigger that we all ought to compete to see who gets the bigger bite. 

If the country “A” has lost its share of the bite of the pie, then it 
has something to complain about. But if it continues to hold its 
share, and has even taken a little bigger bite, then I think some of the 
feelings of resentment or complaints are fancied. I do not want to 
go to ‘final conclusions. I think you know what I mean. For ex- 
ample, on this Thailand issue, I took the matter up with the ig 
ment of State, and with the Department of Agriculture. While I did 
find that there were some developments that perhaps were not as well 
handled as they might have been. (I mean the matter in which some 
things were done), Thailand did not lose its export market. But what 
Thailand thought was that she was going to make the sale that we 
made. 

I have been in the business long enough to know that the fellow 
down the street always figures that he would make the sale that you 
did, even if he never knew the customer was alive. So I just want to 
make sure that we are not letting people put before us problems and 
complaints that are really somewhat theoretical and not too genuine 
in terms of what the realities of the situation are. 

Mr. Karisarvr. IT think you have placed your finger on a very im- 
portant point: to what extent can these complaints be justified? “That 
is a question of opinion, in many instances. 

It is true that from the very inception of Public Law 480, there 
were a number of complaints from exporting countries that we were 
going to invade markets which belonged to them. I think in supply- 
ing this information, it would not only be the pie which would be of 
interest to you but there are other types of related evaluations which 
might be helpful in reaching a conclusion. 

T shall take the liberty of including such any additional informa- 
tion that may be helpful. 

Senator Humpnrey. I do not think we ought to presume that we 
have not caused some difficulties with this program. It is a new pro- 
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gram. Where we have anything that is new, particularly where a 
country is as powerful economically as the United States, and others 
feel as fragile and as insecure as they do in some instances, you are 
bound to have psychological relationships that are not good, even if 
the economics do not support the psychological attitudes, or the psy- 
chological attributes. 

What is true is not sometimes as important as what people think is 
true. I find that out in my work. 

Mr. Katisarvi. There is one other point I think I ought to make 
which is not in the prepared statement. I should like to discuss the 
details on specific countries in executive session, but I think a general 
comment is desirable for the public record. 

We have a real problem in connection with the dependency created 
by some of these programs. If dependence upon the United States 
goes too far in any specific instance, we may be helping to weaken a 
country and its economy in the long run. I should like to support 
that by specific examples in executive session. 

Senator Humpnrey. Could we get from the Department of Agri- 
culture the facts relating to the total consumption of goods? I believe 
this is known as disappearanc e? In other words, here is country X, 
and it was getting in 1952 so many tons of wheat for its population. 
Now here is 1957, how much wheat does this country consume? What 


is the disappearance of wheat in that country, and where does the 
additional wheat come from ? 


Mr. Garnett. Yes, sir. 

Senator Humenrey. I think you noted the idea, haven’t you, Mr. 
Garnett ? 

Mr. Garnett. Yes, sir. 

Senator Humrnrey. Really what we are getting down to here is 
that you have the population factors involved, the expansion in 
population, diet factors, whether there is a general uplift in the 
country, diet improvement. All of that adds up to a greater market. 

Have we taken all of that market, has somebody else gotten some 
of it, how much is the total disappearance of the particular food? 

Senator Symincron. May I suggest that information also be fur- 
nished with respect to the increase in the production of the various 
commodities in other countries, especially the export countries that 
have objected to United States export policy. 

Senator Humenrey. That would be very helpful, too. Yes, in- 
deed. I am sure that the Department of Agriculture will cooperate 
on this. Do you get what I mean ? 

Mr. Garnett. You want the production in competing export coun- 
tries. 

Senator Symrneton. Any country that has been complaining about 
our export policies incident to our increased production because of 
our improved farming methods. It would be interesting to see what 
their increase in production was, because of their efforts to improve 
their methods of farming. 

Mr. Garnetr. We can get that. 
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(The information is as follows:) 


Wheat production in selected countries and world, 1945-56 





| Million bushels] 


July ( 1 A ustrati Argentina | Uruguay United | _ World 
States 
045-49 average ( 78 194 13 1, 202 5, 910 
1950 Ot s+ 213 lf 1,019 6, 760 
195] if 77 18 ORS 6, 495 
1052 702 199 280 17 1, 306 4 7, 560 
19 61 98 228 1,173 7, 465 
| +4 ( 28S ‘1 Os4 7.000 
1955 $4 19 195 5] 935 7, 405 
1956 538 130 262 22 997 7, 505 
Source: Foreign Agricultural Service, USDA. 








Cotton production in selected countries and world, 1945-56 
[Thousand bal 
a 7 | | 

Year beginning A 1 Mexico Peru | Egypt | United | 

| States 

| 

, i a 
1945-49 average__..........- 577 308 | 1, 352 | | 1,456] 12,104 | 
peel ae 403} 1, 1,754 | 10,014 | 
1951___- | 1273 129 1, 90 | | 1,666 | 15, 149 | 
1952 1, 250 450 | 1, 560 | 2,047 | 15, 139 | 
1953 1, 210 | $75 1, 1,461 | 16,465 | 
1954 1, 780 491 * | 1,598 | 13, 696 | 

1955 2, 250 175 | 1,700 | 1,535 | 14,721 
1956 1,770 510 1, 325 | | 1,492 | 13, 310 | 

Source: Foreign Agricultural Service, USDA. 


Rice production in selected countries and world, 1945-56 


[Million pounds] 


Thailand | 


United 


Year beginning Aug. 1 Burma | Brazil | 

| States 
| 
1945-49 average. 10, 500 11, 978 | 6, 106 | 3, 548 | 
1950. _- 12, 540 | 14, 951 | 7,015 | 3, 882 | 
1951... 13, 660 | 16, 150 | 6, 462 | 4, 609 | 
1952__- 14, 560 | 14, 555 | 6, 773 | 4819 | 
1953... 14, 000 | 18, 165 7, 422 | 5, 283 | 
1954... 14, 785 12, 586 8, 240 6,419 | 
1955... 14, 400 16, 200 7, 350 | 5, 590 | 

1956... 16, 000 18, 000 | 7, 600 4,740 


Source: Foreign Agricultural Service, USDA. 


Milk production in selected countries, 1945-56 


{Million pounds] 


Calendar year New Zea- Canada | Denmark 
land 
1946-1950 average > aden 9, 486 10, 172 | 
es en Seabed beh Ggdbedeiien 11, 003 11, 541 
ES. ee ee 11, 107 11,019 | 
1953. ileal 11, 740 11, 856 
1054... i ‘i 10, 905 11, 892 
eS 11, 175 11, 296 
Pettachebtce i 11, 531 11, 162 | 


1 Data on fiscal year ending in year 


Source: Foreign 


Agricultural Servie 
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e USDA 


World 


25, 687 
28, 107 
35, 680 
36, 820 
39, 120 
38, 635 
39, 725 
38, 185 


World 


354, 861 
4, 024 
374, 268 
399, 909 
420, 553 
400, 534 
426, 112 
441, 796 


United States 


115, 977 
114, 841 
115, 197 
121, 149 
123, 502 
123, 228 
125, 698 
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Disappearance figures given in the following tables show domestic production 
plus imports minus exports. None of the countries included in the tabulations 
have reliable estimates on changes in stocks from year to year—which of course 
do affect the actual level of consumption in any 1 year. (For some years esti- 
mated stock changes have been indicated for Italy.) 

Also, there are, of course, substitutions as between various products in human 
consumption as well as in feed utilization, from year to year. Thus, for example, 


in the case of a wheat shortage more corn may be consumed in a given year, 
and vice versa. 


Greece: Production, trade, and disappearance of specified commodities, 1949-50 
through 1956-57 


{Thousand metric tons] 


| | 























| i 
Commodity | Year | Production! Imports Exports | Disappear- 
| | ance 
| 
a _ es snd niniciccgiheeilini tain hiniinicullincocosemstascesieibaitt laiesaaeadiamariia 
Wheat... ...| 1949-50 839 | 500 |- ait Ue niad 1, 339 
} 1950-51 850 620 |_- asa 1, 470 
| 1951-52 930 | aan. 1, 410 
| 1952-53 1, 050 263 aimee’ 1, 313 
| 1953-54 1,400 | 150 |__- Pe 1, 550 
Average : a 1, 014 | (O61. nttsnleul 1,417 
1954-55 1,219 Sat... 1, 537 
1955-56 | 1, 337 | 347 ; 1, 684 
1956-57 1 1, 244 | 558 | ast 1, 802 
Feed grains... 1949-50 BE os. aces’ 531 
| 1950-51 515 | Re tere ctl 529 
1951-52 620 | oe 625 
| 1952-53 | 559 | We le 566 
1953-54 | 734 | F hicisenuneatind 741 
Average ‘ ; nell 592 i ne 599 
1954-55 637 | Sy peepee penal 639 
1955-56 669 | Sel Reeicme J 686 
1956-57 646 | 2119 | Saas 765 
Edible vegetable oils | 1949-50 244 1 —_ 245 
| 1950-51 44 | 5 2 | 7 
| 1951-52 | 150 | 2 1} 151 
1952-53 78 2 | 5 | 75 
1953-54 174 6 | 15 | 165 
Average vein | 138 3 4 | 137 
1954-55 120 5 11 | 114 
1955-56 115 3 37 (®) 152 
| 1956-57! 145 315 | 35 | 155 
Cotton........- epteamebiina shee | 1949-50 16 FAD ccsctesks 26 
| 1950-51 25 | OS Ciacci 27 
| 1951-52 28 | (4) 5 | 23 
} 1952-53 | 25 (4) 6 19 
1953-54 30 1 6 25 
Average. ......... SS 25 OD} -s-sssesred | 24 
| 1954-55 41 2 15 | 28 
1955-56 | 61 | i) 39 | 22 
1956-57 | 54 | 12 45 | 21 
Tobacco.._... | yos9 | at. .3ceace 28 | 18 
1950 | Ts eae céiee - 26 | 32 
| 1951 | OP hiss. 31 | 32 
| 1952 | WE Esha cncace 41 | 1 
1953 | Gib tcc 49 | 12 
| bo cosine neege A dca eon neni ee et ge 
IE cceiceinicaicin sitedaiitdp dante iceland SE Biacethcisntcdoariets | 35 | 19 
1954 og Shee 53 14 
| 1955 Oe Pe = ieee 55 42 
| 1956 | 82 dans 49 | 33 





1 Preliminary. 

? Through April. 
? Crop year beginning Nov. 1. 
‘ Insignificant. 

' Net imports. 

* Net exports. 


June 13, 1957. Foreign Agricultural Service. 








100 


POLICIES AND OPERATIONS 





Spain: Production, trade, and disappearance of specified commodities, 1949-50 


Commodity 


through 1956-57 


(Thousand metric tons] 





ee 


Feed grains..._- 


Edible vegetable oils 


A verage......... 


Cotton (July-August) ___. 


Average. 


Tobacco 


Average. 





! Trade figures include Canary Islands, beginning 1953-54 (or 1953). 


2 Preliminary. 
3 Not available. 





| 






































* Crop years November through June, beginning 1955-56. 


5 Through January. 
June 13, 1957. 


Foreign Agricultural Service. 











Year Production | Imports ! Exports | | Disappear- 

i ance 
.-.-| 1949-50 3, 035 286 22 3, 299 
| 1950-51 3, 275 219 22 3, 472 
| 1951-52 4, 266 89 20 4, 335 
| 1952-53 4, 098 59 | 5 4, 152 
1953-54 3, 026 Oe to sesss 3, 926 
ih Ee 3, 540 311 14 3, 837 
| 1954-55 4, 773 282 1 5, 138 
| 1955-56 4, 100 97 (3) 4, 197 
1956-57 2 4, 200 30 (3) | 4, 230 
_..-| 1949-50 2, 414 a 2, 430 
1950-51 2, 534 oS as 2, 544 
1951-52 BN aes 2 3, 308 
1952-53 3, 401 11 | 5 3, 407 
1953-54 2, 730 133 14 2, 849 
9 a ee 2, 878 34 4 2, 908 
1954-55 3, 482 49 .s. aan 
1955-56 2, 900 RE stent 2, 966 
| 1956-57 2 2, 710 2 ee eee 2, 832 
__..| 1949-50 | 285 15 30 270 
1950-51 155 20 50 125 
1951-52 | 675 25 | 25 75 
1952-53 305 9 | 30 284 
1953-54 | 348 7} 18 334 
Ea eel 354 15 31 338 
1954-55 305 30 31 299 
1955-56 4 235 222 | 42 415 
| 1956-57 ¢ | 360 160 50 470 
} — - — a —_ | a 
..--| 1949-50 3 55 | 58 
| 1950-51 7 a 58 
| 1951-52 30 ee i.. 92 
| 1952-53 15 84 | 99 
1953-54 | 17 53 | - 70 
oe | 14 61 | 75 
1954-55 | 21 82 | 103 
| 1955-56 | 34 49 3 
| 1956-57 2 | 46 5 28 | 574 
| 1949 | 1 19 | 33 
| 1950 15 25 40 
1951 | 19 | 21 40 
1952 26 | 25 51 
1953 | 28 23 | 51 
sc 20 23 | 43 
| 1954 | 31 16 | 47 
| 1955 | 31 | 23 | | 54 
1956 | 32 | 24 56 
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POLICIES AND OPERATIONS 101 


Italy: Production, trade, and disappearance of specified commodities, 1949-50 
through 1956-57 


{Thousand metric tons] 



























































: : ; 
} | | 
Commodity Year | Production | Imports | Exports | Disappear- 
| ance 
Wheat (July—June | 1949-50 7,073 | 1, 142 | 6 | 8, 209 
1950-51 | 7, 774 1, 190 50 8,914 
1951-52 6, 962 1, 780 | 35 | 8, 707 
1952-53 7, 876 | 1, 239 10 | 9, 105 
1953-54 | 9, 056 | 624 | 17 | 9, 663 
Average wal 7, 748 | 1,195 | 24 8, 919 
7, 283 514 | 16 7, 781 
9 506 | 726 | 95 1 10, 137 
| 8, 681 2 229 | 292 | 18,818 
Feed grains (July-June | 1949-50 2, 854 | STE baecewensequal 
1950-51 2,777 | 215 | 3 | 
1951-52 3, 528 | 81 | 58 | 
1952-53 3,171 | 195 | 8 | 3, 358 
1953-54 | 4,128 | 354 | 13 4, 469 
| ———— | — ce regi Sf naremesnrnemennendil 
Average a 3, 292 | 194 16 | 3, 470 
1954-55 3, 787 151 | 101 3, 837 
1955-56 4,015 500 | 12 4, 503 
1956-57 4, 192 | 2 428 211 | 4, 609 
| = = a = —==s 
Edible vegetable oils (July-June)...........| 1949-50 215 77 3 289 
| 1950-51 205 60 15 250 
1951-52 400 | 69 | 6 463 
| 1952-53 210 89 | 12 287 
| 1953-54 390 67 | 13 ttt 
RIGS cnn aniedlice cuniuddacmedioeane aa 284 72 10 346 
| 1954-55 320 40 | ll 349 
| 1955-56 210 | 99 | 9 300 
| 1956-57 3190 | 210 | 6 394 
} —— > ———— Ss | 
Cotton (August-July)....-...-.----------.- | 1949-50 3 | , | 224 
| 1950-51 4 TE Nedianésatibieid 226 
| 1951-52 6 191 | ptiiciinaiicliipieih 197 
| 1952-53 7 Br cicscned aa 185 
1953-54 8 Wiss 168 
BN ctedscasesedtbondsace da dui ice shpitcion sees sacemiiantaaa 6 194 leneceseceens 200 
| 1954-55 | 10 | 2 eetanaeer: 152 
| 1955-56 | 14 | ol) SRR 164 
1956-57 | 314 BOE teascedisaaee } 184 
Tobacco (calendar years . — aie 1949 | 72 | 4 | 7 69 
1950 | 79 | 4 | 10 73 
1951 80 | 2 | 8 | 74 
1952 | 73 2 8 67 
1953 | 68 | 8 12 | 64 
Average : a an 74 | 4 9 | 69 
1954 66 6 13 59 
1955 72 ll ll 72 
1956 74 7 12 69 








1 As for all other years, these figures do not allow for changes in stocks. The following shows estimates 
of stock changes and actual domestie consumption: 


Stock change | Consumption 
during season | 





: acti en eae ae sich ia i alas Mie Ae —1, 120 | 8, 900 


? July-December only 
} Preliminary 


June 13, 1957. Foreign Agricultural Service. 
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Finland: Production, 


Commodity 


EE si 


Pita ccidieninnwrennttls 


SN iicsas cs ceitaitinksniensignenied 


RANG Rion icccnccndi 


Edible vegetable oils ¢ 


PVE Biccccccccccccwcccccccccossss= 


Ns aoc Sdseewdnenndsécdtowsncnsendbous 


BUTE. cccesaose Aeawdnebewenadngewaa lenmoncssinee | 


1 Calendar years. 
2 Not available. 


POLICIES AND OPERATIONS 


trade, and disappearance of specified commodities, 


3 Possible trade not considered. — 
4 Including oilseeds in terms of oil. 


June 13, 1957. 


through 1956 





Year ! 


1949 
1950 
1951 
1952 
1953 


“1954 


1955 
1956 


1949 
1950 
1951 
1952 
1953 


1954 


1955 
1956 


1949 
1950 
1951 
1952 
1953 


Foreign Agricultural Service. 


} 





(Thousand metric tons] 








| ao kd 
oe Imports 





1949 


| 


Exports | Disappear. 














ance 

pe J a | — a 

323 | 152 75 

296 | 203 | 5 | 494 

207 | 215 8 | 414 

227 316 | 23 520 

218 249 | 22 | 445 

254 227 | 12 469 

235 211 | fi 440 

190 261 |__- 451 

199 276 (2 3) | 475 

933 | 431 —@ 967 

904 | 10 14 900 

960 | 54 | 1 | 1,013 

1, 065 | 60 | 28 | 1, 097 

1, 250 | 27 | 57 | 1, 220 

1, 022 39 | 22 1, 039 

1, 063 30 11 | 1, O82 

937 94 |___- sal 1, 031 

980 (?) (2) nes ioneiedol 

Lee Slice! sack tie ao 

2 10 12 

2 10 ll 

6 11 2 | 15 

8 12 4 20 

4 10 | 1 13 

5 Be Raidicsionestinel 21 

6 16 | 2 20 

3 (?) | ee a 

teal Wil cacck coke 1 

pei cr tepnceocciiotih 8 |------------ 8 

ee Es OE oo eacssecct 13 

NL se cele TE Need 14 

gtk idiciead BE Bec enaccbans 10 

i ali i iesinessacat 12 

[i eee etched 19 

nd ES ck cuca 15 

ae BO co cuceen eet 15 

a ideas eos aa 2 

Oe no | Ob ccdeauadel { 

| ef : 
Secceeucenee S oo —— 
eececesecese«< | 5 |-- —— | 

and "  Iczcacacsecsle "= a 
a ee 5 Chiat 
ee eee 
5 | 





a omer 


one! 


cree ccc 





POLICIES AND OPERATIONS 


Yugoslavia: 


1949-50 through 1956-57 
{Thousand metric tons] 
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Production, trade, and disappearance of specified commodities, 




















Commodity Year |Production!| Imports Exports | Disappear- 
| ance 
| 

i cdadncheses a | 1949-50 2, 523 | 29 | 214 2, 518 
| 51 1, 833 101 1, 934 
2, 284 | 212 2, 496 
| } 1, 684 960 2, 644 
1953-54 | 2, 513 558 3, 071 

\ verage. wah | 2, 167 sO 3 7 
| 195 o } 1,381 | 1, 129 ‘ ) 
2, 430 | 1,075 3, 505 
31,600 1, 395 2, 995 
Feed grains (barley, oats, and corn) 1949-50 4,474 = 2 426 4,048 
1950-51 | 2, 554 | 205 3 2, 756 
1951-52 | 4, §92 18 596 4,114 
1952-53 | 1, 948 188 14 2, 122 
1953-54 4, 650 23 172 4, 501 
A verage — 3, 664 87 242 3, 509 
1954-55 | 3, 490 | 27 11 3, 506 
1955-56 | 4, 568 27 38 4, 557 

1956-57 3 4,038 (4) (*) 
Edible vegetable oils | 1949-50 40 | 25 45 
1950-51 19 10 29 
1951-52 7 7 
| 1952-53 | 15 3 18 
| 1953-54 | 29 2 31 
| | - ———_—— —EE 

! 

Average. ..... oe 26 | t | 36 
1954-55 39 3 | 42 
| 1955-56 | 28 WE Dicceitnateaiitie 42 

1956-57 325; (4) (*) () 

———_" | ————— } —=———S> | == 
I nidtdccnccmncsicatadasnntnasibemel 1949-50 31 4 8 23 
1950-51 16 | 4 9 ll 
1951-52 23 2 8 22 
1952-53 15 | 7 8 
| 1953-54 30 | 1 | 7 24 

' a —| — 

NII iissiniaceinsiins-adecbeisnnncadioitied |. came 24 | 1 | 5 17 
| 1954-55 29 ) 13 16 
1955-56 42 | (5) | 16 26 
1956-57 331 | (4) ie ig 
De Rasinticdiiacnstivcnenatedbvesatindidbis | 1949-50 | 5 | 28 33 
ae 2 29 | ‘ 31 
3 951-52 1 OE osixsirneenseie 33 
1952-53 } 1 | Sa cnnintrenasdgiinigdiat 23 
1953-54 1 26 | 1 26 
| ee ee ee 
DWN secs eects cdien 5 amet 2 | 27 (5) 29 
1954-55 | 2 | ne 41 
| 1955-56 3 | 43 46 
| 1956-57 32 245 47 





‘ Based on official Yugoslav production figures, 
2 Estimate. 

§ Preliminary. 

* Not available. 

5 Less than 500 tons. 


June 13, 1957. Foreign Agricultural Service. 











104 POLICIES 


Austria: Production, trade, and disappearance of specified commodities, 1949-50 


through 1956-57 


(Thousand metric tons} 


Commodity 


Wheat 


Feed grains 


Average... 


Edible vegetable oils. 


Average. ....... = 


Cotton hs chsh eendbiemaivialet — 
OS «ic cnncasenanscoceusectnieal 
| 

Tobacco 





Average snieruh clase 


1 Preliminary. 


June 13, 1957. Foreign Agricultural Service. 


1949-? 


Year 





1949-50 
1950-51 
1951-52 
1952-53 


1953-54 


1954-55 


1955-56 


1956-57 


1949-50 
1950-51 
1951-52 





1 955- 56 


1956—57 


1949-50 
1950-51 
1951-52 
1952-53 
1953-54 


1954-55 
1955-56 
1956-57 





1949-50 
1950-51 
1951-52 
1952-53 


1953-54 


1954-55 
1955-56 


1956-57 





380 
410 
430 
490 
524 

446.8 
454 
549 
56, 5 
670 
635 
612 
R15 
422 

770.8 
324 
874 
1 900 
4 
2 
2 
4 

3.4 
3 
15 

4 

8 

.6 

.5 

6 

. 58 
.6 
4 


AND OPERATIONS 


|'Production 


463 
450 


10. 2: 


9. 
ll, 


Imports 


“11 Orb 
t 


Exports 


Disappear- 


ince 


895 
844 
83 


674 


Hs0 
S40) 


765 


“Ie 


¥ 


— Ie OC 





; 
: 
' 
' 
a 








oe RE TR 


aca 


a 
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POLICIES AND OPERATIONS 105 


Brazil: Production, trade, and disappearance of specified commodities, 1949-50 
through 1956-57 


{Thousand metric tons] 









































Produc- | Apparent 
Commodity Year | tion Imports Exports 4 disappear- 
ance 
peenee ERENCES eee SE | scemnepciedileddianeieticdeaemueeanaindeiaa ——— ee 
Wheat 1949-50 | 354 | 1, 237 None | 1, 591 
| 1950-51 | 422 | 1, 394 None | 1, 816 
1951-52 | 358 | Lg None | 1, 619 
1952-53 544 | I None | 2, 202 
1953-54 680 1 None 2, 326 
Average : 3 | 471 1, 911 
44 | 2, 390 
f 735 taal 2, 232 
1956-57 | 898 (2) a (?) 
— eee eee 
Feed grains (corn ; 1949-50 6,172 0 12 6, 160 
1950-51 6, 020 0 329 5, 691 
1951-52 5, 918 0 0 
1952-53 5, 905 0 7 
| 1953-54 6, 782 0 12 | 
| | | 
| ———---_—|—_ —_-__-.|_— | ——— 
Average __- : Ws ; | OE lope cccceaes | 72 6, 087 
6, 690 | 0 | 76 6, 614 
6, 604 | 0 | (2) 6, 604 
6, 502 (2) @) () 
Edible vegetable oils (peanut and cotton- | | } 
 ) ae ete ansaid | 1949-50 BP Radcécdtetduusinmendinsmas 85 
| 1950-51 | | ae * ‘ 3 104 
} 1951-52 | WEG Rcbadinesccuns L-qcncascaten 114 
1952-53 | Be Tie Se een veeees 120 
| —— ~|—-—_______—}|—-_— —- ,—- ——-- 
Average. - i b nnaceemen’ ORE cccucseltsa same 106 
| | 133 | 7 = pniadeescaee 1133 
BOE fsck ica ERE: 1125 
| (2) | oJ (3) 
shies nmsennsiainesaees peisesmmasnancesamansipienmeisiiiaiiaiiie 
Tobacco.....------- ' _.-...--] 1949-50 95 | (3) 37 53 
1950-51 107 | (3) | 32 75 
1951-62 | 108 @) | 30 97 
1952-53 | 108 | 1) 23 96 
1953-54 | 119 (3) | 28 118 
siaciipti haces aA Rc iciedeaememandiaiiins Ricamalib Si ceases 
a ae = coca tea | ) | 30 91 
1954-55 | 147 (3) | 27 | 114 
| 1955-56 149 | 30 | 119 
| 1956-57 | 152 | (2) (2) (2) 
Cotton wacccscc--)] 2ORRORP 1 1, 300 0 | 697 903 
1950-51 | 1, 55 0 354 | 1, 496 
1951-52 | 1, 500 0 145 1, 415 
1952-53 | 1, 560 0 1, 412 | 65 
1, 465 0 1, 036 | 614 
Average . ae 1, 475 | 0 729 | 39s 
‘ 1, 650 0 815 | 885 
1, 700 @ oO) (2) 
(2) (?) (?) (?) 


1 Preliminary. 

2 Not available. 

3 Less than 500 tons. 

‘ Year beginning Aug. 1. 


95262—57 8 
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Chile: Production, trade, and disappearance of specified commodities, 1949-50 
through. 1956-57 


{Thousand metric tons] 


pees l | 
| Production | 


| 





Trade on calendar-ye¢ 
Revised preliminary. 
3 Not available. 

4 Less than 500 bales. 

5 Preliminary. 


i 
2 


ar basis. 



































¢ Trade on calendar year for tobacco; Aug. 1-July 31 for cotton. 





Commodity | Year Imports Exports Disappear. 
ance 
sect atacand + om: ; a catia ae mast adipniass ——_—|- sis 
Wheat 1._.. | 1949-50 854 70 0 924 
1950-51 975 | 70 0 |} 1, 045 
1951-52 955 238 0 | 1, 193 
1952-53 | 989 95 0 |} 1, 084 
1953-54 | 955 219 | 0 1, 174 
_ — — — a _ - — -| ——— _am 
Average. , catia 46 | 138 | 0} 1,084 
1954-55 1,042 | 203 04 1, 245 
1955-56 | 1,048 242 | 0 1, 290 
1956-57 2 901 (3) () (’) 
Feed grains: Barley, corn !__.......-..-----. | 1949-50 | 212 | Oo | 30 | 182 
|} 1950-51 206 0 | 59 | 147 
1951-52 | 240 oO | 86 154 
1952-53 | 255 | a 50 | 205 
1953-54 | 250 =| Se 7 31 | 219 
hi 60 icnntchitkion ineduiwatiel | 233 | a 51 182 
299 | 0 | 30 | 269 
| 315 0 | 35 | 281 
2274 (3) | (3) | (3) 
Tobacco ®__.__- Beh neato 1949-50 8 3 | 0 | 8.3 
1950-51 7 3 | 0 | 7.3 
| 1951-52 | 6 .3| 0 6.3 
| 1952-53 | 5 3 0 5.3 
1953-54 | 3 3 | 0 | 3.3 
Average..._.- aaa Lina nnueliahhcutisteatas et ei 7 0 6.1 
1954-55 6 2 0 6.2 
| 1955-56 | 6 | .3 0 6.3 
1956-57 | 26.4 (3) (3) @) 
Rac cnticneanedawapewuennnain crip 1949-50 (4) 79 0 79 
1950-51 (4) 7 0 71 
1951-52 (4) 59 0 59 
1952-53 | (4) 113 0 113 
1953-54 | (*) 101 0 101 
| . ; | ae ; iis 
DIT a isctnenennine sia fi (4) 5 ; voseel 85 
1954-55 | (4) 96 0 | 96 
1955-56 | (4) 97 0 97 
| 1956-57 | =) 125 | 0 6 125 
Edible vegetable oils...........-- alhdaaies 1949-50 28 | 6 0 28.6 
1950-51 | 30 aan 0 34 
1951-52 | 13 | 14 0 27 
| 1952-53 | 16 20.1 | 0 36.1 
| 1953-54 | 20 20 =| 0 40 
Ie Ck ca 21 | 12 0 33.1 
| 18 26 0 44 
| 5 20) | 36 0 56 
(3) (3) 0} 


a ey or on re eee cn ar man Re RNR 
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Colombia: Production, trade, and disappearance of specified commodities, 1949-50 
through 1956-57 “ 


{Thousand metric tons] 























Year of Produc- Imports, | Exports, ai ta Disappear- 
Commodity harvest tion calendar | calendar “year | ance 2 
year | year | 
Wheat 3 | 1949 | 128 | ll Becheese 2 ae Ee 151 
1950 | 102 Tey See 177 
1951 | 130 | 56 pense 136 
| 1952 | 140 | BET “Encentmnttiatied 197 
1953 | 140 | 64 sencmnidlied 204 
Average (1949-53)__. ; a 128 55 183 
1954} 140 | 9g | at 238 
| 1955 | 166 er, Beige ees 244 
} 1956 | 140 93 By 233 
1957 | (3) (3 (3) 
Feed grains (barley and corn). --- 1949 | 789 wT Sataeiediaat 800 
| 1950 670 | 14 684 
| i951 | gor | 29 930 
| 1952 | 831 | 20 add 851 
i 1953 | 835 | 19 rs : 854 
Average (1949-53)... 7 Sa 805 19 | 824 
1954 | 1,003 he eee 1,033 
1955 | 990 6 | 1, 016 
1956 960 35 995 
Edible vegetable oils. ........_- adie 1950 13.3 ‘ BW Caccccicraiasried " 25. 8 
1951 10 ee Bea sa aninieei ( 
1952 10.3 (3) Ros dasshecheamaa (*) 
1954 (3) (3) Seema ens 39.3 
1955 11.5 45. 4 | : 56.9 
1956 14.3 55.7 | a 70.0 
Tobaced ......--. ae en ee 1949 at. . oe 16. 
1950 20. 4 .2| 3.6 17 
1951 22 3 | 4.1 18. 2 
1952 22 (4) | 3.2 18.8 
1953 26 (4) | 5 21 
WOW ho nentec hoe ccecscenn.cdanee eee 22.1 2) 3.9 18.4 
1954 35 5 5.2 30.3 
1955 29 «CS > 4 5 24.7 
| 1956 37 2 5.1 32. 1 
| 1957 2 Oi. Dicusiiindeneieels 7 33 
} SS —————— 
Cotton A iscterstaeeieel Geek 1949 8.5 | ee 2 30 
1950 | 6.5 | ss tac ee 20.3 
| 1951 10.6 | CSS 28.8 
} 1952 17 Bich Ecc cout aaa 32.1 
1953 27.9 5. 7 eieod ’ 33. 6 
WUT. a has nebo uhimdadomeiscnoceaeddlen 1949-53 14.1 BRR PSY, 29 
1954 24.7 2.4 dened 27.1 
1955 | 22. 9 kg SERENE 33 
| 1956-57 5 22.6 | 15 37.6 37.6 





! Based on official statistics where available. 

2 Exports plus or minus imports. Does not take into consideration stocks. 
’ Not available. 

* Insignificant 


§ Preliminary 
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Peru: Production, 


trade, 


Commodity 


Wheat 


rage (1949-53 


Feed grains (barley at 


Average 


Edible vegetable oils 


Average._.... 


Tobacco 


Average. 


Cotton... 


Average 


(1949-53 


1 Based on official 


2 Exports plus or minus impor 
3 Preliminary. 
4 Not available. 





POLICIES AND OPERATIONS 


through 1956-57 


Ur papnee metric we 





Year of | Produc- 
harvest | tion ! 
1949 156 
1950 | 144 
1951 157 
1952} 162 
1953 169 
‘ 5 152 
1954 163 
1955 167 
1956 3 | 130 
1957 (4) 
1949 465 
1950 484 
1951 47 
1952 538 
1953 545 
ee 530 
1955 530 
19663 | 431 
1957 (4) 
1949 a (4) 
| 1950 | (4) 
1951 | (4) 
| 1952 | 21 
1953 21 
a cians 21 
1954 25 
1955 23 
1956 24 
| 1957 | (4) 
| aT 29 
i 1950 3 
1951 3. 
|} 1952 3. 
| 1953 4 
| 1954 (*) 
| 
; : 3.1 
| 1955 (4) 
| 19563 (4) 
| 1057 | (4) 
| 
1949 76 
1950 SS 
1951 93 
1952 9S 
1953 103 
92 
1954 107 
1955 103 
1956 lll 


e available. 


ts. Do 


I 


mports, 
calendar 


year 


204 
243 
189 
233 


ero, 


‘s not include stocks from prior years 


CS OD de ee 





and disappearance of specified commodities, 1949 -. 50 


| Disappear 
ance 2 


Exports, 
calendar 
year 


$60) 
387 
346) 
395 
423 


27 
4h 


4) 100) 


29 





31 
31 
16 
26 


Ds 


31 


rr ee 


———ee ee 
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Turkey: Wheat 


(Thousand metric tons] 











| 
Year |Production| Imports Exports Net trade |Apparent dis- 
| appearance ! 
1949-63 (average) ................ -| 5, 340 | 317 | —118 5, 222 
|——————— ——_—___. | __________ |_ - _ - — _ _ — 
RR Stes nce Raacascddes : $0 ha 954 —954 4, 056 
ape ine 6, 900 222 | 159 63 6, 963 
1956_ - te 5 . walk 5, 500 230 bs 190 40 5, 540 
ee a ee se od ee 
1 Disappearance should not be regarded as equal to food consumption. 
Turkey: Feed grains* 
[Thousand metric tons] 
Year Production) Imports Exports | Net trade |Apparent dis- 


| appearance 
| 





| 
1949-53 (average) - -- : anal 3, 751 4 | 107 | —103 | 3, 648 
\- — — ——$—_$_____—_——_ ——- - ee | 

1954... -. : 3, 727 |. a 60 —60 | 3, 667 
j 1955. _- : namsibel 4, 503 | 105 —105 | 4, 398 
1956... . 3, 370 180 —180 | 3, 190 
; | 
t 1 Ineludes barley, corn, sorghum, and millet, and oats. 
| Turkey: Edible vegetable oils 
' 

(Thousand metric = 
ba 
| Year Production'| Imports | Exports | Net trade |Apparent dis- 
appearance 

i } 
j ane ale iene bis cacchasssiieiei dieing hen eileen aiieelieidieaili 
in 
| 1949-53 (average) - — | Simei 1 —1 107 
1954- sebttath ad ; Met i...-i oP ee bs , 120 

1955 emia ‘ ; 100 | EP hkdaes- 12 112 

1956 ana : Bi ciesvcubsibeiods . ‘ 140 
i 


! Includes olive oil, cottonseed oil, and other vegetable oils. 
? Cottonseed oil. 








| Turkey: Cotton 
[Thousand metric tons] 
{ Year Production} Imports | Exports Net trade | Apparent dis- 
| appearance 
1949-53 (average) . .....---.-------- 127 | 67.0}  —67.0 60. 0 
: Rs eet Ss chs deere: Se Scant 60. 2 —60. 2 | 81.8 
icosee. Sed alin amaneetan SET aRnniccnneasen 52.2 —52. 2 | 78.8 
1956. Pees ie decapioarine: ‘ 131 asd 34. 6 | — 34.6 | 96. 4 


Turkey: Tobacco 


' 
» 
. 
(Thousand metric tons] ¢ 
- r—neraiaeetey —— — = ; 
Year }Production| Imports Exports | Net trade apparent dis- 


appearance 





| 
enum - - sisi .~ asi 
1948-50 (average) | 96. 5 63. 4 —63. 4 | 33. 1 
1954_- 98. 0 ! 64.4 —64. 4 33. 6 
1955. - | 116.0 ‘ 60.0 | —60.0 | 56. 0 
1956__. 


110.0 58.8 —58.8 | 51.2 








110 


Israel: Wheat 


[Thousand metric tons] 





POLICIES AND -OPERATIONS 








| | 
Year Production; Imports Exports | Net trade |Apparent dis- 
| | appearance ! 
1949-53 (average 24. 4 | Ye | 204. 5 a4 228.9 
1954____- 34.0 325.1 : 325. 1 359. 1 
1055_.... 36.0 | OMT tiGadcaskeeta 315.7 351.7 
1956... 65.0 | 333. 2 | 3.1 330. 1 395. 1 
| } 
1 Disappearance should not be regarded as equal to food consumption. 
Israel: Feed grains’ 
(Thousand metric tons] 
saiealaiiaan ee r ; a 
Year |\Production| Imports Exports | Net trade |Apparent dis- 
appearance 
__ — — _ = — _ i _ —_ — —! — 

1954-53 (average) 62.8 | 69.8 69.8 | 132.6 
sistas lctinichepamncaiasdais biaisendnssasinaniaigseante sccineisikalbdiiiaat AA Et asec eesti 

1954 naliveaiees a 132.3 | 32.3 w | 32.3 164. 6 
SORE | 79.2 | 135. 5 | 135.5 214.7 
1956_ _ - 137.0 | 129.7 | 129.7 266. 7 

| i 


1 Includes barley, corn, sorghum, and millet. 


Israel: Edible vegetable oils* 


[Thousand metric tons] 


j 




















Year , | Apparent dis- 
Production ?; Imports Exports | Net trade | appearance 
AS - - ———— | —_ — ene aeaeerniverions — — 
1949-53 (average) - 14.0 | 5.2 0.1 5.1 19.1 
1954. _. 15. 4 3.3 .O11 | 3.3 18.7 
Ty pins ciekeieanaeine 19. 7 2. 5 | 277 | i 21.9 
Bis dishcedsciceae 22.0 . . 976 | —.2 21.8 
1 Includes olive oil, peanut, cottonseed, soybean, sunflower, safflower, and sesame oils. 
2 Largely produced from imported oilseeds. 
Israel: Cotton 
[Thousand metric tons] 
l ah mcm te - 
Year |Production|; Imports } Exports | Net trade |Apparent dis- 
| appearance 
ical Meree ; ih sank * bo elie | ~ ‘ i 
1949-53 (average) - .-- 0.1 | eR Ean -| 3.1 3.2 
nncipiclb te eesaaie A alcdiasicbitatcenaaa hc nsbidiiilchtalitaibensciebainaienenttaes 
eer eer 2.2 | es t.. 4.7 | 6.9 
SG: ii ncsttocediink dpe - ; 2.4 | GO t-s26c2 6.0 | 8.4 
Sica acah enantio nommnget 3.1 | 4.3 | 4.3 7.4 
Israel: Tobacco 
[Thousand metric tons] 
Year {production Imports Exports Net trade |Apparent dis- 
| appearance 
1949-53 (average) - .-..-- ia nal 1.9 0.6 rman 0.6 2.5 
{—-— -—- — ————— | — | —_—_ - 
Re ovaries ecmatnaserage | 3.1 Sen casen 7 | 3.8 
POs snes 2.3 MP tessa cease 9 | 3.2 
ikscienssedtekincsass ; 1.6 | P isaiccemeiod 7 | 2.3 
| | | 
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Nore To TABLES 


Disappearance figures given in the following tables show domestic production 
plus imports minus exports. Estimates on changes in stocks are not available 
for the countries included in the tabulation. The actual level of consumption 
or disappearance in any given year is, however, affected by stock changes. 


India: Production, trade, and disappearance of specified commodities, 1948-49 
through 1955-56 















































| | es ini oe 
Commodity | Year | Production} Imports Exports | Disappear- 
j ance 
' 
Thousand bushels 
it La eh Se 
Wheat (July-June)-_...........-- nnd : 1948-49 | 207, 947 | | aa 207, 947 
1949-50 | 210, 933 }_- | | 210, 933 
1950-51 228, 107 74, 423 : 302, 530 
1951-52 237, 440 | BES lh visscincidicninie 
1952-53 | 227, 170 | 6, 90) {== 5----.--"4 
Average. 5 daha 1 Sih ee ane il See ne Ba a 275, 541 
| 1953 -54 275, 590 | re ee 299, 326 
1954-55 | 294, 560 S670 Be icin bd 318, 432 
1955-56 | 327,710 | Ue OU ine ceccncces 338 276 
| et Thousand long tons 
; | i —— is 
Millets and sorghums (July—June)_- | 1948-49 | 10, 865 wiciéiatignteie ln aseaeenl | 10, 865 
1949-50 | 12 $12 |... ; ars» 12, 312 
1950-51 | 10, 856 346 |__- scacail 11, 202 
1951 52 11, 386 LOO sc nscscad 12, 459 
| 1952-53 13, 596 OE Ss steanes 13, 871 
Average - es « wns o==aa0n| is ) | ies ; 12, 142 
| 1953-54 16, 713 toss 16, 763 
1954-55 | RAGIN Escescncead cai 16, 616 
1955-56 | DUR), Usrccacnieksecias ~aweweel 14, 287 
| Thousand metric tons bi 
| — a 
Edible vegetable oils (July—June) --- | 1948-49 | (1) 8 | 50 | (1) 
|} 1949-50 | (@) | 30 49 | () 
1950-51 | 74 19 | 70 832 
| 1951-52 | 1,011 | 24 7 | 958 
| 1952-53 | 878 30 69 | 839 
| a aD een Ce (Renee FR, Venere es 
RG iiissitinpbebitasiaieteeesit itanielipenhiieidiatide 22 | WEe st... 
| 1953-54 | 1, 149 | 24 | 16 | 1, 157 
| 1954-55 | 1, 459 23 28 | 1, 454 
1955-56 | 1, 294 24 174 | 1, 144 
| } 
Thousand bales 
| 
Cotton (July-Jume)__.....-- | 1948-49 | 1, 960 | 839 | 254 2, 545 
| 1949-50 | 2, 350 | 945 | 206 3, 089 
} 1950-51 | 2, 720 807 146 3, 381 
| 1951-52 3, 110 | 1, 026 123 4, 013 
} 1952-53 | 3, 005 563 292 3, 276 
| — = - —_ —_ Ee 
Average.........-.-. a 2, 629 | 836 204 | 3, 261 
1953-54 | 3, 750 | 565 | 103 | 4,212 
1954-55 | 4, 400 | 500 207 | 4, 693 
1955-56 | 4, 000 | 524 552 | 3, 972 
Thousand pounds 
| | 
} | | 
Tobacco (July-June). - | 1948-49 | 571,000} 11,515 70,346 | 512, 169 
| 1949-50 | 591, 000 | 8, 382 93, 645 | 505, 737 
| 1950-51 589, 120 6, 016 104, 713 490, 423 
| 1951-52 589, 120 5, 090 114, 000 | 480, 210 
| 1952-53 459, 200 5, 459 81, 735 | 382, 924 
| eeeteialiniatas S siicieinligmeisaieiacndediliptananemnmmiit 
Average. |--.----.--| 550,888 7,202 | 92, 888 474, 293 
| 1953-54 | 539,840 | 2, 282 | 71, 055 471, 067 
1954-55 | 546, 560 | 3, 085 | 73, 989 475, 656 
1955-56 582, 400 | 3,717 90, 323 | 495, 794 





' Not available. 





June 20, 1957. Foreign Agricultural Service. 














112 POLICIES AND OPERATIONS 


Korea: Production, trade, and disappearance of specified commodities, 1948-49 
through 1955-56 


[Thousand metric tons] 

































































Commodity Year Production} Imports Exports | Disappear- 
ance 
W heat (July—June) - 1948-49 76 (4) lo eh oie Tes 76 
1949-50 | 100 (1) ji 100 
1950-51 103 (1) 103 
1951-52 53 (*) 53 
1952-53 83 71 ae 154 
Average. ea | 83 3 97 
| 1953-54 101 78 179 
1954-55 160 63 223 
__ 1955-56 | 122 7 (‘) }------~ . __ 12 
Corn (July-June) - hte] 1 MRS corsce i CO 
1949-50 22 | P 22 
1950-51 ll | ll 
1951-52 | 7 7 
1952-53 12 12 
Average __. ES! Sea ‘ 13 | 13 
1953-54 12 | 12 
1954-55 13 sale ean 13 
|__1955-56_| id | -----------]------------|____ 4 
Sorghums and millets (July-June) -_- 1948-49 | oe hes iia 7 
1949-50 86 : = ‘ 86 
1950-51 80 ian ; ‘ 80 
1951-52 109 a 109 
1952-53 | 176 176 
_—————— OOOO eee ee ds 
Average. —— ag 106 iewloucthsaunsvuetues 106 
1953-54 nt 94 
1954-55 91 91 
1955-56 |  —=_—100 J... eiieen cine 
Barley (July-June) - i <a he T 540 |__. Rea ert renee ts 540 
1949-50 696 |_. niin 5 a 696 
1950-51 | 727 |_- : 727 
1951-52 430 196 |__ se 626 
1952-53 | 611 | 517 1, 128 
Average. -.-_- ‘ —_ baacwnbics he | ‘ ae 743 
| 1953-54 761 127 A é 888 
1954-55 976 48 423 1, 024 
" | ee) LG __ 873 
Edible vegetable oils (July-June) _- _| 1948-49 () i - 416 |__ . () 
1949-50 () 418 |_. (1) 
| 1950-51 (1) acaeaes (1) 
1951-52 (}) 5 cant J () 
1952-53 (1) a (1) 
a 
ee shan cau a (1) | | (') 
| 1953-54 (1) | 104 | @ 
1955-56 (1) Braces neste | (? 
1956-57 4, 150 |---. | ai 4, 150 
| Thousand bales 
| | a r cs | = oie or es 
Cotton (July-June) ---- 4d - ~---+--| 1948-49 | 72 | 50 | 122 
| 1949-50 | 130 | 52 | 182 
| 1950-51 | 90 | 36 | 126 
| 1951-52 | 100 55 | 155 
| 1952-53 | 74 35 | 109 
TO isos os ok dcx cwent dnacie al 93 | 46 | sie 139 
3! 75 90 165 
65 170 | oa 235 
81 | Pe iced 198 
Thousand pounds 
| = a, | bias 7 a y ee eee oe 
Tobacco (July-June) _..-| 1948-49 70, 023 |... 1 4 70, 023 
1949-50 | 61, 375 | 61, 375 
| 1950-51 - . | 
36, 375 |_- 
32, 849 | 
nds ommatmantil | 
Average... beta Gena 2 50, 156 | _- - 
} 65, 402 | : | 
57, 692 |____- 5h 
64, 284 |_- as 
| 
1 Not available. 2 4-year average. 


June 20, 1957. Foreign Agricultural Service. 
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Pakistan: Production, trade, and disappearance of specified commodities, 1948-49 


Commodity 


Wheat (July—June) 


A veraze_._- = 


Edible vegetable oils (July-June) 


Average 


Cotton (July—June) 


Average. .... 


Tobaceo (July-June) 


A verage 


1 Includes wheat flour. 
2 Not available. 


June 20, 1957. 





| 


through 1955-56 


(Thousand metric tons] 









































Year Production | Imports Exports | Disappear- 
ance 
. | 
Thousand bushels 
| ) i 
1948-49 123, 984 |___- » . Sol 123, 984 
1949-50 149,072 |__- dal 149, 072 
1950-51 IEEE fics cncstcies orn --| d 145, 040 
1951-52 147, 467 |__- ol eset 147, 467 
1952-53 110, 960 10, 149 |. 121, 109 
a kn’ eel | 137,334 
1953-54 105, 000 | 43, 420 | 148, 420 
1954-55 134, 360 5, 309 | 139, 669 
1955-56 118, 420 | SAE Nisdncncas 123, 087 
Thousand metric tons 
ae bo pre aa 
1948-49 | (2) 19 |_. ; | (2) 
1949-50 (2) | 36 we (2) 
1950-51 (2) i (2) 
1951-52 (2) | 9 | () 
1952-53 | (2) 19 | (2) 
_——— — |__| 
; a (2) i (2) 
1953-54 103 | 2k 105 
1954-55 109 | 2 111 
1955-56 | 120 17 |_- 137 
Thousand bales 
I ssinnibiipsetaieitiilitnasdtentaialibibiniiaatatinniniiion sauna = 
| 
1948-49 | 832 |___. 677 | 155 
1949-50 | 1, 035 2 854 | 183 
1950-51 1, 225 | 2 1, 039 | 188 
1951-52 1, 340 | 2 | 919 423 
1952-53 1, 525 4 | 1, 273 256 
‘ | 1, 191 952 241 
1, 215 | 4 893 326 
| 1, 300 3 634 | 669 
1955-56 | 1, 420 | 15 723 | 712 
Thousand pounds 
f a 7 . 
1948-49 101, 763 | 853 | 379 102, 237 
1949-50 93, 117 | 9, 524 | 47 | 102, 594 
1950-51 161, 346 11,913 |_- 173, 259 
1951-52 | 179, 200 11, 613 |_- oe 190, 813 
1952-53 | 164, 771 ti 174, 402 
140, 039 8, 707 |_- | 148, 661 
1953-54 | 201, 988 1,771 203, 759 
1954-55 | 262, 039 2, 339 : 264, 378 
1955-56 270, 000 | 2, 866 12 272, 854 


Foreign Agricultural Service. 
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Indonesia: Production, trade, and disappearance of specified commodities, 


1948-49 and 


Commodity Year 


W heat (flour) (July-June)-........-.----. a4 
| 
| 


1950-51 
1951-52 
1952-53 


Average. seg ileieidites 
1953-54 
1954-55 


7 
1955-56 


-| 1948-49 
| 1949-50 

| 1950-51 
1951-52 
1952-53 


Edible vegetable oils (July—June) -.- 


CC anccobeosnqtmniell 
| 1954-55 
| 1955-56 


1948-49 
1949-50 
1950-51 
1951-52 
1952-53 


Cotton (July-June) -..-- 


Average..__- ; a 


| 1953-54 | 


1954-55 


1955-56 


1948-49 
1949-50 
1950-51 


| 
| 1951-52 
| 


Tobacco (July—June) --_- 


1952-53 


PRES cicccwnncccnaqpebncssonsabinioal 
1953-54 
1954-55 
1955-56 


1 Not available. 
2 4-year average. 


June 20, 1957. Foreign Agricultural Service. 


1953-54 | 















































144, 847 | 
148, 228 | 


12, 560 
16, 814 


1955-56 
| Production | Imports Exports | Disappear- 
| ance 
a eiaradean asada tent teat 
oa = 
| Thousand bushels 
| maenineniomenclhaoen = 
ee leacaneccsece cocess 
! = . studabé~eaneemee 
|: ae ae I iOS 
ree 1 On c2..- 4, 253 
Xe | Son t...... 8, 621 
fone RI lisse 5, 136 
Go Besos: Z. cal, <odeunsi 
ares oe 7, 982 | 7, 982 
sn | 4, 775 4, 775 
|-- 8, 437 |_. : 8, 437 
Thousand metric tons 
bhi Sees —-—-—_— 
(1) ” il 2 () 
) Se (‘) 
() a einoewe (4) 
(1) SAS . ext (1) 
(!) 1 1) 
ae pares oe () 
eens -chamnacientid lconenaene () 
| ae 1 290 
ae. ae) Baewe 1 ) 
TO lie a at il : 
| Thousand bales 
sista aaa haze oo ia 
5 3 st gual 8 
5 | enone, + 13 
3 dR accs 20 
(3) acc ar 17 
eo | 20 | -- aia 23 
4 Oa i 16 
| 2 eee 25 
2 BOE 2 cobccdes 27 
2 | Oe Bs a2ssscs | 29 
sss a all 
Thousand pounds 
() 7, 985 | 14, 610 | a) 
76, 000 | 7, 601 | 28, 111 | 55, 490 
122, 578 | 8, 861 | 28, 675 | 102, 764 
160, 424 14, 588 | 28, 472 | 146, 540 
143, 206 | 17, 536 | 6, 389 | 154, 353 
2 125, 552 | 11, 314 21,251 | 2114, 787 
143, 533 | 16, 182 | 31, 934 | 127, 781 


| 42, 974 114, 433 
28, 043 136, 999 
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Japan: Production, trade, and disappearance of specified commodities, 1948-49 
rom 1955-56 


















































| | 
Commodity | Year | Production Imports Exports | Disappear- 
| | ance 
a * 7 ns ee Se a 0 Sock Bh 
| ; 
| Thousand bushels 
| 
ERR BOIP-FENG) onc ccc ncwieccnceabonses 1948-49 44, 345 Reged oe 44, 345 
1949-50 47,913 | ST Tnwcpantoupaiees’ 123, 558 
1950-51 49, 180 | og ee 106, 974 
1951-52 54, 750 68, 392 | ina 123, 142 
1952-53 56, 480 GE Gee Jneccecens 100, 441 
a ee 50, 534 | 1 61, 448 |.____.. 99, 692 
1953-5 50, 500 BE ieancacasos 136, 071 
1954-55 55, 700 | Ge Ecwaneend 123, 625 
1955-56 53, 940 Sa NN tiie ince: Gisccciinieel 135, 509 
| 
| Thousand metric tons 
Seats —— 
ES ES ee ee eae eee 1H48-49 Ee locnapnacddsaecti ede 71 
1949-50 | -| sabato 67 
1950-51 103 ton sbnon 153 
1951-52 102 Bei Dadiene bec 119 
1952-53 116 | WTS cance : 218 
Average... -.- so cniiaipusjehiiesltgalicedinaiatidiaeaiadad a — 126 
1953-54 99 at. 310 
1954-55 87 | Wi 402 
1955-56 145 | i... | 415 
— i= — —— 
Sorghums and millets (July-June) 1948-49 Sintestins Reiidabactnatls 119 
1949-50 “7 ees Poa eaoes a 112 
1950-51 OE Es. cada aBcab ae tidak eakteteedie 142 
1951-52 BOE Masedei asad. tesa eh 121 
1952-53 SOW genni ee 152 
Average... p= eis abba 4 Ee BS how nteiee tas 129 
1953-54 TR Tilia cabinet nc ahilaniniaid 123 
1954-55 Bt ihc hekn dst eke poate diel 88 
1955-56 BE ie nations aieiana 119 
Barley (July-June).. | 1948-49 1, 818 Sa 3 i ae 1,818 
| 1949-50 1, 996 | nen 1, 996 
| 1950-51 1, 960 | 667 | 19 2, 608 
1951-52 2, 169 CD Bice oo cen 2,779 
1952-53 2, 158 | 1, 193 | athens 3, 351 
Average ‘ 2, 020 | | ae 2, 510 
| 1953-54 2,091 | 842 | 15 2, 918 
1954-55 2, 582 | 497 | 1 3, O78 
| 1955-56 2, 408 | 782: |... 4 3, 140 
Edible vegetable oils (July-June) ___- .| 194849 | 30, 000 | Reh as 31, 957 
| 1949-50 | 64, 000 | 1, 745 | 653 65, 092 
| 1950-51 (?) | Fp anc accera (2) 
| 1951-52 | (2) 1, 546 3,977 (2) 
| 1952-53 | (2) 1, 607 778 | (?) 
Average . parphdthannsspiel os | 2, 823 }..... : . 
1953-54 | 191, 931 1, 589 | 9, 248 184, 272 
1954-55 | 179, 196 | 1, 541 | 9, 224 171, 513 
1955-56 225, 789 } 2,091 | 7, 602 220, 278 
=e = Ss | ee 
Soybeans (July-June) ssuzoeses 1948-49 | 214 Stl ti. 262 
| 1949-50 | 217 | GE citer tcirechunciliell 411 
| 1950-51 447 wee tao See 651 
1951-52 | 474 | enn a Se 784 
1952-53 | 521 167 |. 7 ~~ 688 
IK cinidcws Ge deiddasatduibe debbie . aiigiaatinin 375 | ss 559 
1953-54 448 | 2 | 875 
1954-55 376 SU Bintthtiahiade decade | 834 
1955-56 7 re i 1, 315 


1 4-year average. 
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Japan: Production, trade, and disappearance of specified commodities, 1948-49 
aa 1955-56—Continued 





























Commodity Year Production} Imports Exports | Disappear- 
| ance 
Thousand bales 
Cotton (July-June) ___-- Ereees cet 1948-49 2] ERT itecawcnakine 924 
1949-50 3 |  Pedcanueacads 960 
1950-51 2 1, 062 j..... ieee 1, 954 
1951-52 2 NE ia sti ona o 1, 643 
| 1952-53 2 | MA Pants cece 2, 057 
ND orn at ee asancas dee madame au ae) 21 DOMED Taacacancemue 1, 508 
1953-54 2 | NN ee Seccc cae 2, 433 
1954-55 1 | Ee Eteswcewess ‘ 2, 038 
| 1955-56 1 | BOO thescesence 2 377 
Thousand pounds 
| ’ — | a ae eo 
Tobacco (July-June) _-.- . : ; 1948-49 181, 739 | (?) | (?) 181, 739 
1949-50  » i (?) 183, 227 
1950-51 203, 465 | 2, 399 | 884 204, 980 
1951-52 210, 840 2, 998 | 1, 526 212, 312 
1952-53 210, 583 22, 495 2, 200 230, 878 
Average. -_..-.. z eee RE rn ns tea Bncnc cane 202, 627 
1953-54 224, 208 15, 186 | 1, 165 238, 229 
1954-55 248, 381 15, 977 1, 311 263, 047 
1955-56 329, 821 23, 088 | 1, 866 351, 043 


2 Not available. 
June 20, 1957. Foreign Agricultural Service. 





Senator Humpurey. Let me thank you for your statement. It is 
your view, I gather from your statement, that there has been in many 
areas and instances, direct benefits to the public policy of the United 
States as the result of Public Law 480. 

Mr. Karisarvi. Yes. 

Senator Humpnrey. Particularly as regards our foreign relations 
with certain countries. 

Mr. Karisarvi. Yes, sir. 

Senator Humpurey. You listed those in the conclusion of your 
statement. 

Mr. Kanisarvi. Yes, sir. 

Senator Humpurey. Would placing a termination date in the 
various titles in Public Law 480 ease tensions of other governments 
who may fear that the United States is dumping surpluses on the 
market and injuring their economy ¢ 

Mr. Katsarvi. I think it might help, but I do not want to be cate- 
gorical about it. 

Senator Humpnrey. What role does the State Department play in 
determining whether a loan or a grant will be made to a nation parti- 
cipating in title I phase of the program, that is, sale for foreign 
currencies ? 

Mr. Karisarvi. Well, we are one of several agencies participating in 
the determination of the United States position with respect to these 
terms. Once a unified position has been established and a total pro- 
gram agreed upon, the Department of State is responsible for carrying 
out actual negotiations with the 1 recipient government. 
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Senator Humpurey. I have been very frankly concerned about the 
Executive order which sets up the administrative machinery for 
carrying out the purposes of Public Law 480 as expressed in the statute. 
I suppose that one learns how to do these things, even if the machinery 
looks a little cumbersome to an outsider—one learns on the job to ac- 
commodate himself to these uncertainties and difficulties. 

But who really decides whether a loan should be made from the 
currencies that are generated as a result of Public Law 480, title I, 
goods ¢ 
~ Mr. Kauisarvi. Well, again I should say that it is an interagency de- 
cision that has to be made. In most instances we rely heavily on the 
views and recommendations of our diplomatic mission in the country 
involved. This information, of course, includes the views of ICA, the 
Agricultural Attachés, and representatives of other United States 
agencies abroad. Inasmuch as the timing of these programs is often 
significant. from the standpoint of political implications and of our 
foreign policy objectives, the recommendations of our Ambassadors 
and the ee ees of State carry considerable weight in making in- 
teragency decisions. 

Senator Humpnurey. What general instructions has the State De- 
partment sent to our agencies relating to Public Law 480 in relation 
to titles I, II, and IIT, and, generally, in relation to Public Law 480 
currencies, and the result of those sales from Public Law 480? 

Mr. Kartsarvi. Instructions with respect to negotiations for specific 
country programs are determined here in Washington by the inter- 
agency group. Whether the ae takes place in a foreign coun- 
try or here in Washington, the decision as to specific terms to be nego- 
tiated is determined here. The Department of State, in collaboration 
with other agencies, also issues general instructions and policy guide- 
lines on Public Law 480 to our missions abroad. 

Occasionally we do have problems in connection with arriving at a 
unified United States position in Washington which has to be resolved 
by high level discussions with the heads of other agencies such as ICA, 
the Department of Agriculture, and Bureau of the Budget. 

Senator Humpurey. Speaking to Mr. Hollister, while visiting with 
him in committee the other day, I said, “I want you to give me the 
report that I asked for as to how these Public Law 480 deals work. I 
have not been able as yet to find out. I think I put as much time on 
it as any Member of Congress, and I have just been digging and dig- 
ging, and I can’t find out who is in charge of this program.” 

Mr. Hollister replied, “In Public Law 480 negotiations it is pretty 
hard to find out who is in charge sometimes.” 

Then there was some after that which was deleted. You are dealing 
with a program that is now on the way to $4 billion worth of public 
funds. And I would be less than candid if I said that I really quite 
yet understood just who runs the store, who is in charge of the shop. 

For example, who is on the interagency committee? I would like 
to get an idea just who are the participants of that committee relating 
to Public Law 480. 

Mr. Kauisarvi. Well, there is the interagency staff committee—is 
that the one you have in mind? This committee is chaired by Agri- 
culture, and is made up of representatives from State, Budget, Treas- 
ury, ICA, Commerce, Defense, USIA, and ODM. All of these agen- 


nan a 





it 





118 POLICIES AND OPERATIONS 


cies have interests of course, and I think, while the details may. appear 
to be unduly complicated, the main procedure is fairly clear. 

Public law 480 program requests arise in many different ways. They 
usually come from foreign governments through our missions abroad, 
In some cases, they are presented to the Depar tment of State by foreign 
Embassies in Washington. Occasionally they come from foreign gov- 
ernment officials visiting Washington. We may have the notion our- 
selves that it would bea ‘good idea to embark upona program. If such 
proposals appear to have merit they are brought to the interagency 
committee for consideration. 

That committee then determines what kind of recommendation 
ought to be made, and what kind of program ought to be undertaken 
with respect to a particular country, in hght of its needs and its rela- 
tion to other Public Law 480 programs on a wordwide basis. 

Senator Humpnrey. Is that after the Department of Agriculture 
has negotiated the sale? 

Mr. Kaurisarvi. No, the Department of Agriculture is -—— 

Senator Humpnrey. This is talk in just the preliminary explora- 
tory stage. 

Mr. Katisarvi. Much of the preliminary work is done in informal 
inter agency discussions and each agency tries to have its position estab- 
lished ] prior to a formal meeting of the interagency staff committee. 
This committee then considers all details of title I agreements and 
negotiating instructions which, when approved, are transmitted to the 
United States negotiators authori izing them to proceed. 

Senator Humpnrery. Who sits on this committee, I mean, they rep- 
resent the departments, but who are the bodies, the minds that are 
there ? 

Mr. Karaisarvi. Well, the Department of Agriculture takes the 
lead 

Mr. Garnett. It is chaired by Agriculture and Mr. Gordon Fraser 
is on it for Agriculture. 

Senator Humpurey. Does he work under instructions from you! 
Can I be blunt about it ? 

Mr. Garnett. Yes. 

Senator Humpnrey. These are very important decisions; in fact, 
in one of these decisions the fate of a whole country may be involved. 
It could easily be. For example, if the Israeli didn’t get food with 
12,000 and more immigrants coming this year, it might be rather dis- 
astrous. 

Who really decides whether a nation is going to get an agreement? 
Do the subordinates decide that or do you ‘decide it, or does the Presi- 
dent decide it? Who does decide it ? 

Mr. Garnetr. We have our position that is worked out by myself 
and my staff, and Mr. Fraser presents the Agricultural position at 
this meeting. The same thing is true with the State Department 
representative. 

If there is not an agreement in this committee, of which there have 
been very few, it is taken to a higher decision. I refer the decision 
to Mr. Butz and to Mr. Kalijarvi, where the committee cannot reach 
an agreement. 

Mr. Katrsarvi. I think we should clarify one point, and that is that 
it is not a question of individuals as such represented on this commit- 
tee. The participating agencies are represented by these individuals 
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who speak for their respective agencies. As Mr. Garnett has pointed 
out, whatever level is necessary to make a decision, will be the level 
at, which the decision is taken. 

Unusually complicated problems may even go to Secretary Benson 
or to Secretary Dulles, or to any of the other Secretaries, depending on 
the circumstances and particular interests involved. 

Mr. Garnetr. If I may make a comment on that point. In some 
cases, where it particularly is a particularly difficult position, before 
giving instruction te Mr. Fraser, I would take it up with Mr. Benson. 
' Senator Humpurey. This isa very confusing picture tome. I claim 
no knowledge on any subject matter at all. But I did go to school, 
and I think I understand a little something. It seems as if all of this 
is involved in the total overall foreign policy of the country. There- 
fore, even the economics involved relate to the total national security 
of the country. Everybody’s business is nobody’s business. This 
isas old as the hills. 

Mr. Garnett. Let me say this—— 

Senator Humpnrey. What I am trying to find out is: Who is the 
boss. Like my little 6-year-old boy says, “Who's the boss here?” Who 
is the boss, who runs it ? 

Mr. Garnett. I will try to clarify that. We chair the committee, 
and we assume the responsibility for moving this out. And there 
have been very few cases where we felt that something had to move 
that we didn’t get it moved. 

Senator Humprnrey. You moved the commodity ? 

Mr. Garnetr. We moved the commodity. 

Senator Humpenrey. This is like building a house, somebody has 
to deliver the sand and gravel. And somebody puts it together into 
a kind of concrete for the footings. But there 1s somebody that really 
is building the house. These other fellows are just involved in it. I 
have a contractor and he is the boss. When I have got to chew some- 
body out, I chew him out, and then he collects from me, you see, not 
everybody. I do not have a lot of people running up with bills. He 
gives me the bill and I give him the business. 

Mr. Garnertr. We have programed $3 billion worth of stuff, and 
I can tell you frankly it just did not happen. It took a lot of doing 
torun it through this machinery, but we did it, and I think the machin- 
ery is right. And the law states that the Secretary of Agriculture is 
to determine the countries which are to receive it, and the farm prod- 
ucts that are to go into it with the advice of other agencies of 
Government. : 

We have established this procedure for carrying that out, and it 
works, 

Senator Humrnurey. It works? 

Mr, Garnerr. It works. 

Senator Humpnrey. That is the most important thing. 

Mr. Garner. It works to the tune of $3 billion worth of stuff. 
It is now moving out at the rate of 1 million tons a month. 

Mr. Kauisarvi. I have a few things that I wanted to say. 

Senator Humrnurey. I am going to come back to this. I wanted to 
find out who decided that we should have only a 1-year extension, 


and a billion dollars increase in the light of the information that is 
In my hands. 
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Mr. Kauisarvi. On that particular point I think I can be of some 
help. This was determined by the Council for Foreign Economic 
Policy based on a detailed staff study of Public Law 480 in which all 
agencies participated. 

I should also like to comment with respect to the foreign policy 
aspects which are of particular interest to the Department of State. 

Some of these programs are recommended by the Department. 
They may come from a specific Assistant Secretary in charge of a 
regional bureau and in some instances the Secretary himself or the 
Under Secretary has indicated special interest in a particular pro- 
gram. <A proposal may come from almost any part of the Department. 

One of the principles we follow is to dispose of a problem at the 
lowest possible level with respect to any operation. That means many 
of these matters do not come to the attention of the Secretary or to an 
Assistant Secretary until all of the program details have been worked 
out in advance of a recommendation to authorize actual negotiations. 
This is the result of the normal process of policy formulation, so far 
as the Department of State is concerned. 

We have two papers here that may be useful to the committee. One 
describes how the Interagency Staff Committee functions which with 
one or two minor modifications can be released for the public record. 
The other is a circular message of instructions to our embassies abroad 
which describes the process of developing Public Law 480 title I 
agreements and spells out agency responsibilities. 

“Senator Humpnrey. Are these instructions to your Ambassador? 

Mr. Katisarvi. That is right. The other is a working paper pre- 
pared for intradepartmental use here in Washington and we can make 
it available to the committee with several minor modifications along 
with the other paper if these would be useful. 

Senator Humpurey. Yes, I think they should be made a part of 
the record, and if there is anything too supersecret, although I doubt 
if anyone will read the whole record anyway, might as well put it 
all in. 

Mr. Karisarvi. All right. 

(The documents refer red to are as follows: ) 


I. ADMINISTRATION OF PuBLIc Law 480, T1irLeE I OPERATIONS IN WASHINGTON 


A. COMMITTEE FOR FOREIGN AGRICULTURE SURPLUS DISPOSAL (FRANCIS COMMITTEE) 


Chaired by Mr. Clarence Francis, special assistant to the President, this 
committee, made up of agency representatives, deals with high level policy matters 
in contrast to operational functions of the Interagency Staff Committee. When 
necessary, certain important problems are referred to the CFEP (Randall Coun- 
cil) for top level guidance. 


B. THE INTERAGENCY STAFF COMMITTEE (ISC) 


1. Chaired by USDA is comprised of representatives of State, ICA, Commerce, 
Budget, Defense, ODM, Treasury, and USIA. 

2. Draft negotiating instructions, based on program proposals received, are 
initially prepared by USDA for presentation to the ISC. These are first routed to 
the various agencies for interagency review and clearance prior to ISC meetings. 
Because of the many varied interests involved there are usually many alternations 
and adjustments made to meet individual agency objectives and problems. 

3. The adjusted program is then presented to the ISC where further changes are 
frequently made before final approval. 


4. Final negotiating instructions are then prepared for transmittal to our 
embassies. 
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5. Questions that might arise during the progress of negotiations are referred 
back to the ISC for resolution and further instructions, until negotiations are 
concluded and the agreement signed. 


II. ADMINISTRATIVE PROBLEMS AT WASHINGTON LEVEL 































A. Obviously, administration of Public Law 480 by the number of agencies 
involved with different immediate interests is complex. However, the Interagency 
Staff Committee has succeeded in resolving these problems by give and take, by 
eonsideration of the ‘‘other fellow’s” viewpoints and obligations and by realiza- 
tion that the best interests of the United States are paramount. 

B. The ISC must analyze each country program proposal to see that it meets 
title I criteria (i. e., does not displace usual marketings of friendly third 
eountries, is consistent with United States foreign policy, is coordinated with 
mutual security and other United States programs) and that each country pro- 
gram is in proper perspective with other programs on a worldwide basis. This 
frequently raises questions on the part of the field as to whether their particular 
country proposals are being given sympathetic consideration. It must be remem- 
bered that we cannot accede to every country proposal and maintain global 
program balance. If we make a special concession to one country we are immedi- 
ately pounced on by other countries requesting similar or even more favorable 
terms. 

C. The foregoing is pointed out—not as an alibi, for what might seem to the 
field to be an inexcusable delay and lack of action in some cases at the Washington 
level—but as an example of some of the problems we face, all of which take time 
to resolve. 


DEPARTMENT OF STATE INSTRUCTION 


No.: CA-S787 May 8, 1956. 
Subject: Role of the State Department, Agriculture, International Cooperation 
Administration, and other agencies in title I, Public Law 480. ' 






Jotnt State-ICA-USDA MeEssace 


To: American diplomatic missions except Bucharest, Budapest, Prague, Moscow, 
Warsaw. i 
Missions distribute to USOM’s, agricultural attachés, and appropriate consular i 
posts. 
I, GENERAL 










As Public Law 480, title I agreements have been signed and implementation : 
has proceeded, questions have arisen in Washington and in United States mis- . 
sions abroad as to the concrete procedural applications of the division of re- 
sponsibilities among the United States agencies concerned with the administra- | 
tion of title I of Public Law 480; these questions have also suggested a lack of rf 
adequate awareness in some missions of existing instructions un this division 
of responsibilities. The following statement is intended to reaffirm previous 
instructions and clarify some of their procedural implications in the light of 
working experience with title I of Public Law 480 to date. Chiefs of diplomatic 
missions are responsible for exercising coordination, general direction, and ; 
leadership in the conduct of all title I Public Law 480 matters, to assure that 
United States foreign policy objectives are properly met; that activities of all 
field representatives of agencies with responsibilities pursuant to the act are 
effectively coordinated; that friendly relations with foreign governments are 
not impaired; and that foreign governments clearly understand the procedures 
and objectives of title I, Public Law 480. 


















Il, AGENCY RESPONSIBILITIES 










The following basic documents set out the provisions of Public Law 480 and 
the interagency division of responsiblities for administering these provisions. 
(1) Agricultural Trade Development and Assistance Act of 1954 (Public 
Law 480, 83d Cong., as amended by Publie Laws 25 and 387, 84th Cong.). 
(2) Executive Order No. 10560, September 9, 1954 (pp. 70-71 of the 1954 
supplement to Title I1I—The President, Code of Federal Regulations). 
(3) President’s letter of September 9, 1954, concerning Executive Order 
10560 (Department of State Bulletin No. 797 of October 4, 1954). 
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(4) Executive Order 10575, November 6, 1954 (pp. 79-83 of the 1954 sup- 
plement op. cit.) 

Chiefs of missions should assure familiarity with these documents by all 
personnel at their posts concerned with the operation of title I of Public Law 480, 

Very briefly, these documents contemplate or provide that a number of agen- 
cies have a responsibility for administration of title I. Primary responsibility 
in Washington is in the Department of Agriculture, with important phases vested 
in the Department of State and ICA, and with ancillary responsibilities assumed 
by the Defense and Treasury Departments, the Office of Defense Mobilization, 
and the Budget Bureau. The coordination required by this joint administration 
is achieved in Washington: firstly, through a senior interagency policy committee 
known as the Interagency Committee on Agricultural Surplus Disposal, headed 
by a representative of the White House Office (Mr. Clarence Francis) ; secondly, 
through a staff committee chaired by the Department of Agriculture and known 
as the Interagency Staff Committee on Agricultura! Surplus Disposal (ISC); 
and, thirdly, through continuous interagency consultation and clearances on the 
substance of implementation questions as they arise. 

Through the foregoing committee structure, title I policies and sales programs 
are developed, reviewed, and approved by the interested agencies, while the 
individual agencies prepare proposals for ISC consideration and followup on 
the administration of their respective responsibilities. The division of the 
major responsibilities for title I is as follows, although several of the responsibil- 
ities listed are to some extent shared. 

(1) Leadership in determining the countries, quantities, and commodity 
composition of United States surplus sales : Agriculture. 

(2) Coordination of preparation of negotiating instructions and draft 
sales agreements : Agriculture. 

(3) Coordination of programs with United States foreign policy, and 
negotiation and consultation with foreign governments: State, utilizing 
specialists of other agencies for appropriate aspects of negotiations. 

(4) Coordination of programs with the MSP; coordination of preparation 
of negotiating instructions and draft loan agreement; use of local currency 
proceeds to promote economic development and multilateral trade, and to 
purchase goods and services for third countries: ICA. 

(5) Arranging for the procurement and shipment of commodities and the 
deposit of local currencies : Agriculture. 

Other responsibilities connected with title I administration are distributed as 
follows: 

(1) Use of local currencies to develop markets for United States agri- 
cultural commodities: Agriculture. 

(2) Use of local currencies to purchase strategic materials: ODM, which 
issues necessary authorizations to GSA to purchase. 

(3) Use of local currencies for military purchases for common defense: 
Defense. 

(4) Use of local currencies to pay United States obligations abroad— 
disbursing officers and agencies responsible for effecting payments. 

(5) Use of local currencies for international educational exchange activi- 
ties: State. 

(6) Regulations governing purchase, custody, deposit, transfer and sale 
of foreign currencies: Treasury. 

(7) Allocation and apportionment of local currency proceeds to ad- 
ministering agencies, and exercise of waiver authority in section 104: 
Budget Bureau. 

(8) Publicizing abroad title I activities as appropriate: USTA. 


Ill, FIELD COORDINATION 


The Washington agencies assigned these responsibilities must of course rely 
largely on their respective field staffs in discharging such responsibilities. Be- 
cause of the many facets of title I and the specific allocation of responsibilities 
among agencies, positive coordination by chiefs of mission and full and timely 
participation of all field representatives concerned are essential. The pertinent 
paragraphs from the President’s letter of September 9, 1954, read: 

“3. The delegation to the States Department of responsibility for negotiations 
with foreign governments is intended to give recognition to State Department’s 
central responsibility in this area. Other agencies directly concerned with the 
substance of the negotiation, however, must continue to carry substantial re 
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sponsibility in such negotiations. Moreover, it is assumed that these other agen- 
cies will conduct day-to-day discussions with representatives of the foreign 
governments in implementing basic agreements reached with such governments. 
Such discussions, of course, must be in conformance with the foreign policy 
responsibilities of the State Department and the chiefs of our diplomatic 
missions.” 

“4, It is imperative that we continue to coordinate United States programs 
affecting other nations. For this reason, the accompanying Executive order 
makes this program subject to my previous instructions with respect to co- 
ordination of United States activities in foreign countries. Under those instruc- 
tions, the chief of the diplomatic mission is the principal officer of the United 
States in each country and has full responsibility and authority for assuring 
effective action in that country.” 

The reference to ‘my previous instructions” (in par. 4 of President’s letter 
quoted above) is to the provision for field coordination in Executive Order 10575, 
which is made applicable by Executive Order 10560 to activities under Public 
Law 480. The substance of these previous instructions is to provide that the 
field coordination mechanism for Public Law 480 shall be the same as that for 
the mutual security program—joint consideration by the field representatives of 
the responsible agencies under the leadership of the chief of mission. In the 
event agreement in the field cannot be reached, Executive Order 10575 provides 
that the chief of mission may recommend a course of action; however, represen- 
tatives of other agencies have, under the Executive order, not only the right 
but the obligation to see that unresolved differences are jointly referred to 
Washington for solution when in their judgment the solution proposed at the 
country level does not adequately meet their agencies’ responsibilities. 

The exact division of duties among field representatives in the conduct of 
negotiations relating to title I, Public Law 480, may vary from post to post, de- 
pending on the type of personnel available, the content of the specific Public Law 
480 program under consideration, and other local factors. The various agency 
representatives should participate in negotiations and maintain contact with 
their Washington offices to whatever extent is necessary to enable them effec- 
tively to discharge their particular responsibilities for the implementation of 
Public Law 480. After Public Law 480, title I programs pass from the negotia- 
tion of the sales agreement to the implementation stage, the various agency 
representatives should assume responsibility for the aspects of implementation 
charged to their agency, subject of course to the overall coordinating authority 
of the chief of the diplomatic mission over all United States activities at his post: 
Although it is intended that field representatives concerned will consult freely 
with their opposite numbers in the foreign government in connection with their 
asisgned responsibilities, the chief of diplomatic mission is responsible to see 
that care is taken to avoid any possible inadvertent misunderstandings or mis- 
representation of United States foreign policy. 


IV. TYPICAL OPERATIONAL SEQUENCE FOR PUBLIC LAW 480, TITLE I PROGRAMS 


In order to clarify the operational implications of the foregoing divisions of 
responsibility for title I of Public Law 480, there follows a description of a 
typical sequence of steps in carrying a Public Law 480, title I program from the 
initial proposal stage through the implementation stages. It should be under- 
stood, however, that variations in this sequence may occur for any individual 
program for special reasons applicable to the development of that program, and 
that this generalized description omits many particulars. The responsible 
agencies have issued or will issue separately to the extent necessary and after 
appropriate clearance, detailed operating instructions for the various phases of 
Public Law 480, title I implementation for which they are responsible. 

1. Proposals for Public Law 480, title I programs may originate from any in- 
terested source, e. g., from field missions, from foreign governments, or from 
one of the interested Washington agencies. 

2. All recommendations and proposals for title I sales programs are referred 
to the Department of Agriculture which is responsible for assuring and coordinat- 
ing the preparation of the necessary papers, either independently or in coopera- 
tion with other interested agencies, for the consideration of the Staff Committee 
on Agricultural Surplus Disposal (ISC). This committee includes representa- 
tives of Agriculture, State, ICA, Treasury, Defense, Commerce, Bureau of the 
Budget, and ODM. (USIA sits as observer.) 

3. Under the chairmanship of an Agriculture Department representative, the 
ISC considers and approves sales agreements for negotiation and the associated 
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negotiating instructions to United States field missions. Policy differences that 
the ISC is unable to resolve are referred to the Interagency Committee on Sur. 
plus Disposal. The sales agreements include both the magnitude and terms of 
the proposed sales of United States agricultural commodities, and the division 
of the local currency proceeds among the various categories of uses authorized 
by the subsections of section 704 of Public Law 480. They may also specify some 
broad types of local currency uses or limitations within the use categories stated 
in section 104. 

4. The negotiating instructions for title I sales agreements are transmitted 
to the field through State channels, except for a few agreements which are 
negotiated in Washington. Upon receipt of the negotiating instructions, the chief 
of the diplomatic mission turns to a United States staff group at his post to con- 
sult on and carry out the necessary negotiations. This staff group will probably 
already have been constituted to coordinate a series of exchanges between the 
interested agencies and their field staffs while the United States negotiating 
proposals were being developed. The State Department has the overall respon- 
sibility for negotiations, which are therefore ordinarily conducted under the 
direction of the chief of the diplomatic mission. It is expected, however, that 
he will rely heavily for this purpose on officers from agencies with the specific 
implementation responsibilities for the agreement under consideration, and 
especially on USDA representatives for the commodity aspects of the negotia- 
tions and on ICA representatives with regard to uses of the local currency pro- 
ceeds and the relation between Public Law 480 and Mutual Security Act pro- 
em to the extent that representatives of these agencies are available at 

is post. 

5. Problems arising either before negotiations are initiated with foreign gov- 
ernments or during the course of negotiations may be referred to Washington. 
Joint replies thereto are usually prepared, with action responsibility in the 
agency in whose area the problem falls, and approved by State, Agriculture, and 
ICA, with other agencies participating with respect to matters affecting them. 
Any departures from the negotiating instructions must receive such joint clear- 
ance. When negotiations are concluded, the chief of mission is usually author- 
ized to sign the agreement for the United States without returning it to Wash- 
ington for final clearance (except for foreign language versions). However, any 
textual changes in the agreement must be cleared with Washington prior to 
signing. 

6. In addition to the basic sales agreement, several subsidiary agreements are 
ordinarily required to govern implementation of the local currency use aspects 
of the basic agreement. These agreements are usually negotiated after the 
basic sales agreement is signed, but some of them may need to be wholly or 
partially negotiated simultaneously with the sales agreement. The development 
of the content of these local currency use agreements and their negotiation is 
normally carried on by the direct or delegated representatives of the agencies 
responsible for the particular uses in question, operating under the general direc- 
tion of the chief of the diplomatic mission who has final responsibility for 
negotiating agreements with foreign governments in accordance with Executive 
Order 10560. As noted above, the responsible agencies have provided or will 
provide the necessary detailed instructions to their field representatives coordi- 
nating their activities with other interested agencies in Washington through 
normal interagency consultation and clearance procedures. 

7. The most important of these subsidiary agreements is usually that govern- 
ing the use of local currency apportioned for economic development purposes 
(subsec. 104 (zg) of Public Law 480). For this purpose, there is first a loan 
agreement, per se, which is primarily a technical agreement covering the terms 
of subsection 104 (zg) loans, (interest rate, repayment schedule, etc.). A copy 
of the draft agreement is sent to the USOM for consideration by the country. 
After agreement has been reached on the terms of the loan, the copy of the 
loan agreement for signature in Washington is prepared by the Export-Import 
Bank after authorization by ICA The borrowing government is asked to em- 
power its ambassador or other representative to sign the formal agreement with 
the Export-Import Bank. In addition, there must also be an agreement or 
agreements on the specific uses to be made of the loan funds and on the de 
gree of United States surveillance or control of these uses to be applied. Instru- 
tions on the form of these agreements and associated procedures are currently 
being prepared. These specific-use agreements will normally be negotiated and 
signed by the USOM. 
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8. The procurement, shipment, and financing of all sales covered by title I, 
Public Law 480, agreements are governed by USDA regulation regulations, pro- 
cedures, and forms. Generally, procurement action may begin as soon as the 
basic sales agreement is signed, whether or not the subsidiary agreements on 
local currency use have been completed. To initiate procurement, it is necessary 
for the host government to prepare and submit applications for the purchase of 
individual commodities and to accept purchase authorizations. In order to con- 
duct these operations and to handle details of executing a sales program, it is 
advantageous to have someone in the embassy of the foreign government in 
Washington specifically designated and empowered to work with USDA in 
such matters. 

9. Instructions covering the collection and deposit of foreign currencies ac- 
cruing from Public Law 480 sales are covered in form FAS 480 authorizations 
and joint Treasury-State messages relating to specific agreements. (Basie in- 
struction is Department of State CA-4325, January 5, 1955; subject : Accounting 
for foreign currencies received from sale of agricultural commodities abroad 
under various provisions of law.) The sales proceeds are deposited in a special 
bank account of the United States Government which is maintained by the 
United States disbursing officer of the embassy and accounted for in his books 
in a foreign exchange account designated by the Secretary of the Treasury. 
As the proceeds are subsequently apportioned to the agencies which administer 
the various kinds of local currency uses, thye are transferred to separate 
accounts which each administering agency maintains for this purpose. 

10. The Bureau of the Budget is responsible for making allocations and ap- 
portionments to agencies in Washington which are responsible for carrying out 
programs for the use of foreign-currency proceeds. In so doing, they are of 
course governed by the provisions ofthe sales agreement governing the use of 
the sales proceeds. Th apportionments control priorities over the use of cur- 
rencies. Agencies in Washington which receive fund apportionments make allot- 
ments to their representatives at foreign posts, as appropriate, and prescribe 


the procedures for obligating and expending the local currencies that have been 
allotted by them. 


Senator Humrurey. Let me ask you this: I have a note on Egypt; 
the CARE representative for Egypt, Mr. Devine, met with me and told 
me that he had written letters requesting renewal and continuation 
of the CARE program and commodities through the CARE program. 

The first request was on the 2ist day of September, as I recall, 1956. 
He did receive replies, but they were noncommittal—I mean he re- 
ceived acknowledgments, “thanks for your views”—that type of thing, 
you know. But he never got a decision. How long does it require 
to make a decision wherever the decision is made? Is that made in 
the Department of Agriculture? How long does it take to make a 
decision as to whether or not CARE is going to get foodstuffs to op- 
erate in acountry like Egypt? 

Mr. Garnerr. Would you like to comment on that? 

Mr. Hurcuts. Before we make the food available, it is a matter of 
the State Department when it comes to a situation as in Egypt to tell 
us that it is in order for us to allow commodities to go to Egypt. Agri- 
culture simply approves the order, on the basis that the approved com- 
modities are available. 

Senator Humrenrey. This is what I am getting at; that is the reason 
I asked this question. I thought you said, Mr. Garnett, that you 
determined what countries were going to get those food products. 

Mr. Garnett. I was referring to title I only. 

Senator Humenrey. That is to certain countries? 

Mr. Garnett. Yes, sir. 

Mr. Hurcutns. My remarks are directed to title ITT. 

Senator Humrnrey. That is to friendly countries, also? 

Mr. Hurcutns. That is right. Donations program, however. 
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Senator Humpnrey. Donations program through a voluntary agen- 
cy. Are you saying when it comes to title III friendly countries, that 
you do not make that determination ? : 

Mr. Garnetr. We do not. 

Senator Humpnrey. That is made by the Department of State? 

Mr. Garnett. Yes. 

Mr. Katisarvi. We would rely upon the advice of the Assistant 
Secretary in charge of the regional bureau involved. 

Senator Humrurey. And the Embassy ? 

Mr. Katisarvir. And the Embassy, of course. The Assistant Sec- 
retary is the one that makes the final decision on it. 

Senator Humrurey. Do you know what advice has been given in 
this instance ? 

Mr. Karisarvr. I shall find out and be very glad to report. 

Senator Humenrey. I would like to know. I would like to have 
a letter coming from you, and you can mark it “Confidential” and it 
will be so respected. I prefer to have it a matter of public record, 
en I just cannot see for the life of me why there has not been a 
reply. 

I am not saying that you might not want to say “No.” But if you 
want to say “No,” it ought to be said soon. If you want to say “Yes,” 
it should be said. 

Mr. Katutsarvi. Yes, sir. 

Senator Humenrey. I had hoped that we would settle that one. I 
believe I asked some time before as to whether or not there had been 
any countries behind the Iron Curtain which had expressed a willing- 
ness to deal with the United States. 

I asked that of the Department of Agriculture representatives. Do 
you know 

Mr. Katrisarvi. I know of none. 

Senator Humenurey. You know of none? 

Mr. Karisarvi. No, sir. 

Senator Humprrey. In your opinion, in the grants made in the title 
III, such as to Libya, what might happen, should the grants we are 
making have to be discontinued, as to our foreign policy in that area! 





STATEMENT OF HOWARD M. GABBERT, ASSISTANT CHIEF, INTER- 
NATIONAL RESOURCES DIVISION, OFFICE OF INTERNATIONAL 
TRADE AND RESOURCES, DEPARTMENT OF STATE 


Mr. Gaspert. My name is Gabbert. 

Senator Humpnrey. And your position, Mr. Gabbert ? 

Mr. Gasper. Assistant Chief, International Resources Division. 

Senator Humpnrey. Of the Department of State? 

Mr. Gappertr. Of the Department of State. This is one problem 
that we are facing, and it could become quite a serious problem if 
we should arrive at a point where these programs would have to be 
discontinued. That is one thing that worries us, Senator, about Public 
Law 480. 

Senator Humrnrey. Is this any more serious than having to cut 
off money ? 

Mr. Gassert. No. I do not think it would be. 

Senator Humrnrey. I have heard many people express the concern 
that you have expressed, and I understand why, that now we have 
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many of these countries dependent upon, for example, the charitable 
gifts, or some of them dependent upon title I sales. And I think 
that is true. 

I think some of them have become somewhat dependent, but my 
question is, Are they dependent upon military assistance to keep their 
armies, are they dependent upon economic assistance, and if so, why 
isn’t there as much concern about cutting off the other two as there is 
the food? I think the food has got a bad public-relations program. 

Mr. Gassert. I do not know. I have very strong convictions that, 
in cases where countries themselves do not have the wherewithal to 
produce, arms, guns and so forth, they do have in many cases the 
wherewithal to produce their own food. In other words 

Senator Humpurey. They do have what? 

Mr. Gaspert. The wherewithal. Most countries have soil and hu- 
man resources. They can roll up their sleeves and go to work and con- 
tribute to their own support. I believe that there is a certain point 
beyond which, if we continue to meet their food requirements, they will 
become so dependent on our food resources, that they will begin to 
lose initiative, and the will to do something for themselves. 

Senator Humrurey. Do you have any evidence of that ? 

Mr. Gappert. Yes; however, I think we should take that up spe- 
cifically country by country. 

Senator Humenrey. The reason I mentioned that is that I read a 
report not long ago to the effect that the vast majority of the people in 
underdeveloped countries, some 90 percent of them were engaged in 
agricultural pursuits—they worked from sunup to sundown, in order 
not to make a living but to eke out an existence. Isn’t this true in some 
countries where we have encouraged them to militarize? I have had 
officers of friendly governments say to me as a United States Senator, 
“We are your ally. We never had an army before. Now you have 
got one for us, 2nd it costs money.” But of course we are taking 
up most of the tab, but it places an impact on their country. 

You take people out of production, you put them in the Army, you 
equip them. It costs money. All at once they find themselves with 
greater responsibilities than they ever had before, and they need some- 
thing to combat the inflation, something to take care of the new needs, 
the new economic development. And isn’t this where the food pic- 
ture gets in ? 

Mr. Kauisarvi. Mr. Chairman, may I answer the question? I 
should like to get back into executive session on specifics. 

Senator Humpnrey. Yes, we are going to do that. 

Mr. Kaursarvi. In general, this is one of the basic problems not only 
in connection with Public Law 480, but it applies right across the 
board to all of our aid programs. The kind of requests made for mili- 
tary purposes, cannot be separated or divorced from the economy of a 
country. The question of how large a military establishment a coun- 
try can afford to sustain economically, is one of the questions we have 
to answer not only with respect to one country but with respect to 
many of them. 

Senator Humpurey. Turkey isa practical example. 

Mr. Karisarvt. Yes. 

Senator Humpnrey. One of our most valiant allies and yet Turkey 
may be taking on a heavier burden than her economy can sustain. 
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Mr. Katrsarvi. Yes. 

Senator Humeurey. Then I looked at it from this point of view, 
Turkey is making a great sacrifice in terms of her manpower, in terms 
of common defense. General Norstad made a fine statement as to that 
when he said, “One of the largest contingents in the whole group came 
from Turkey.” If the Russians are as ‘lethal as we have been led to 
believe, if they are as mean and nasty and atrocious as the record so re- 
veals, then, it is worth paying quite a price to have somebody stand up 
against them and for us. If it is in food, or if it is in economic assist- 
ance, it is just ae paying for the police force. 

Mr. Karisarvi. That is correct. At least, that is the way we see it, 

Senator een y. Yes. 

Mr. Kauisarvt. I think this is all part of an overall problem which 
is concerned not only with Public Law 480 but with the total United 
States security, and what the total bill will be straight across the 
board. 

Senator Humpnrry. I think we are going to recess here a minute. 
I wanted to conclude this morning by saying this: I am concerned as 
to whether there has been the real kind of i imaginative thinking about 
these great food resources of ours, and their “impact on our foreign 
and economic policies, as there might. Not in terms of the emergency 
dealings but long term. For example, T have heard here this morning 
that people may become dependent upon us for food. I know that 
was not supposed to be good news. To me, that is good news, because 
before people will do anything they have got to eat. And if you are 

really looking for a way to get people to lean on you and to be depend- 


pr upon you, in terms of their cooperation with you, it sems to me 


that food dependence would be terrific. 

Take, for example, how nice you have to be to certain Arab coun- 
tries, after they insult some of our citizens, tell them they cannot 
come in because of their particular religion. Good Americans, some 
of my best friends, cannot even travel there, in those countries; they 
could not go w ith me as a United States Senator. “We will not let 
you in.” Why? Because they have got oil. Western Europe is 
dependent upon it. 

So you have just got to swallow your pride, your patriotism and 
everything else, and | go along and even make contributions, because 
we are dependent upon them. I don’t think we are half as dependent 
as some people think we are, but at least it is our official policy that 
we are dependent upon them. Therefore, we have to humble ourselves 
and humiliate ourselves. What is wrong with having some people 
dependent upon us? Because long before anybody needs any oil they 
need some bread. Is there anything wrong in having people dependent 
upon us ? 

Mr. Karaisarvi. Presented as you have stated it, I suppose the 
answer is there is nothing wrong with it. I don’t think it is a question 
of right or wrong in this p: irticular case, however. 

Senator Humpnrey. I was not putting a moral judgment on that. 
I am putting a political judgment. I think there might be some- 
thing morally wrong in having anyone dependent on you too long. 
I am putting a cold-blooded political judgment on it. I think it 
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is a normal, commercial transaction, and if a country possesses the 
capacity, then dependence upon the United States for food would be 
an undisguised benefit and a highly to be desired objective. 

On the other hand, if this means going into the taxpayer’s pocket- 
book to carry on the program, you have a different program. The 
question is what you are getting in return for that particular thing. 
Thirdly, it seems to me it is very important to take into consideration 
the economy of the country itself. And if this transaction means a 
weaker country, then we are not helping the stability of the world, 
and if it happens to be one of our allies, then I think it would be a 
dangerous kind of dependence to have. 

If it would weaken 

Mr. Kauisarvi. If it would weaken a country; yes. All of these 
are conditions upon your general statement. As to basic principles 
I believe you are right, but I do think we have to consider many 
other factors in connection with specific cases in order to properly 
evaluate each set of circumstances. 

Senator Humpnrey. One of the things that industry has taught 
me and taught everybody else is that even if you almost have to give 
away the first goods, capital goods, if you can just get a country 
dependent upon you for price, it is very important. And of course 
this is true in international affairs. 

One of the real threats that Soviet military assistance to other 
countries is not the first piece of equipment but that they are depend- 
ent for parts for that equipment. I am looking at the food program. 
I am not trying to kid myself. I think American farmers are going 
to produce more food for years to come, unless we are going to drive 
farmers off the farm. 

This gets right back to agriculture again. I do not know whether 
it is right to pay farmers not to produce, as compared to letting farmers 
produce and then letting the money be used to let somebody else eat. 
Thave not been able to go over this long enough to get my mind around 
to where it ought to be. ' 

I am having a big rough time convincing myself morally after I 
saw the Hungarian people, that it is right to tell farmers, and pay 
farmers not to produce and even afford them the opportunity to avoid 
the letter of the law, as they do in existing programs, and then to argue 
about whether we are spending too much money. If we use that same 
amount of money right now, off-hand I can think of countries that 
need to feed 5 or 6 million people, and they would be happy. It is also 
true that farmers are unhappy—they are not making enough. In the 
soil bank we will pay out about a billion dollars this year. 

Mr. Garnett. The total both sides 

Senator Humpnrey. One has got $550 million in it, and the other 
hasa big lump init,also. That is to get farmers not to produce. And 
maybe, if we just let them produce and take that billion dollars and put 
it into sending it over to help little Greeks, or little Iraquis, or little 
Israelites—I am talking about even the little ones—it might be good. 
Iam kind of in the middle about it. Weare constantly talking about 
a worth that does not exist, when we talk about normal markets. How 
old are you, Lynn? 

Mr. James A. Lynn (office of Financial and Development Af- 
fairs). Forty-one. 
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Senator Humpurey. You never saw a normal market, because I 
am 46 and there has never been one since I have been alive. That is, 
the kind of normal that I heard about in economics. So, when do we 
get to this normal market? Have you any ideas about that? 

Mr. Lynn. I don’t know. 

Senator Humpurey. We will come back. Thank you very much. 
We will recess until 10 o’clock tomorrow morning. 

(Whereupon at 1:25 p. m. the committee was adjourned until 
10 a. m. Wednesday, June 13, 1957). 
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POLICIES AND OPERATIONS UNDER PUBLIC LAW 480 
(83D CONG.) 


WEDNESDAY, JUNE 12, 1957 


Untrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND ForEsTRY, 
Washington, D.C. 

The committee met, pursuant to recall, at 10:05 a. m., in room 324, 
Senate Office Building, Senator Hubert H. Humphrey presiding. 

Present: Senators Humphrey, Scott, Aiken, Thye, and Mundt. 

Senator Humpurey. For the benefit of those not present at the 
opening of this inquiry yesterday, I want to emphasize that our pur- 
pose is a constructive effort to look into the entire operations of Public 
Law 480. By doing so, we hope to create better public understand- 
ing of this legislation and the useful purposes for which it is being 
used. At the same time we are looking for opportunities to improve 
its administration and to see whether or not amendments or other 
changes are needed to make it even more effective in the future. 

I hope these discussions can clear up one thing. Government at- 
titudes seem to have unfairly invoked a double standard in regard 
to American agriculture’s vital contribution to United States foreign- 
aid programs. 

When we spend billions for guris, tanks, and planes to give to our 
allies overseas, everybody accepts it as necessary to our national de- 
fense and security—and nobody complains about subsidizing General 
Motors, Boeing Aircraft, Remington Arms, or any of our big indus- 
tries producing such weapons. 

But whatever we spend trying to send food to the men who will 
have to handle those guns, tanks, and planes seems to be written off in 
everybody’s mind as just subsidizing American farmers. 

The truth is both are investments in national security—and both are 
entitled to public support in the same light. 

At our opening yesterday we heard testimony from officials of the 
Department of Agriculture and the Department of State. They were 
exploratory discussions which I hope we can continue further at a 
later date. There still does not seem to be a full appreciation even in 
these agencies of the tremendous force for freedom in our possession 
or enough energetic imagination toward putting our abundant food 
supplies to use for that purpose. 

_ Agriculture has done a good job trying to look out for agriculture’s 
interest in this program, but I am convinced it should be raising 
its sights. They are so busy pointing to what hais been done, they are 
overlooking the tremendous opportunities to do more, and they have 
undersold their own contribution by having given the public the 
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idea that our surplus was a terrible liability instead of going out 
and proving what an asset it can be. 

The State Department seems to regard its responsibility primarily 
as a watchdog to prevent surplus disposal from interfering with trade 
by any of our allies, instead of grasping the full significance of having 
at its disposal something the whole world needs and something we 
possess in a greater degree—so far—than the Communist world. 

I hope before these hearings are over, all of these agencies sharing 
to some degree responsibility for this vital program can lift their 
sights from their own little orbits long enough to embark on bold, 
imaginative use of our food resources as an instrument of peace and 
freedom—and be willing to give farmers credit for creating a great 
national asset instead of berating them for wrapping some kind of 
millstone around our necks. 

Today we hope to further clarify administrative operations of this 
program by hearing from some of the other agencies involved. 

We are privileged to have Mr. Hollister, the Director of the Inter- 
national Cooperation Administration, with us, and we are going to 
start with him. And before the day is over we want to hear from the 
Bureau of the Budget, the Defense Department, and the Office of 
Defense Mobilization. 

I noticed in this morning’s New York Times Mr. Benson was speak- 
ing in Chicago yesterday, according to the Associated Press, and I 
read : 

The Secretary of Agriculture, Ezra Taft Benson, said today that the Govern- 
ment would shift its emphasis to marketing of surplus farm commodities rather 
than controlling them. 

“We have got to learn to live with abundance,” he declared. “I don’t believe 
in paying farmers not to produce, but I think they realize that the soil-bank 
program is a temporary emergency program.” 

At a news conference he said also that the soil bank for wheat did not appear 
to be working. 

In an address at a luncheon opening the National Confectioners’ Association’s 
74th Annual Convention Mr. Benson said that the scientific and technological 
revolution in American agriculture has brought to American consumers a 


bountiful supply “wholesome, tasty, nutritious food * * * at an average of only 
about 25 percent of their incomes.” 


I mention this story because it appears to me that what Public Law 
480 is directed to is trying to live with abundance rather than scarcity. 
And I welcome the statement of the Secretary of Agriculture; I think 
it is a constructive statement. And I am delighted to see us get away 
from the feeling that surpluses are a No. 1 problem and lift our sights 
to believing that possibly there is an opportunity involved here for 
national good in the use of this abundance of food and fiber. And I 
hope that we will hear from Mr. Benson directly before these hearings 
are through. 

I want the record to show that I asked that he be heard yesterday. I 
appreciate that he may have had another commitment. But I think 
he ought to come before the committee and give the committee the 
benefit of his views. 


STATEMENT OF JOHN B. HOLLISTER, DIRECTOR, INTERNATIONAL 
COOPERATION ADMINISTRATION, DEPARTMENT OF STATE 


Senator Humeurey. Mr. Hollister, do you have a prepared state- 
ment ? 
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Mr. Houutster. No; I have no prepared statement. 

Senator Arken. Mr. Chairman, before Mr. Hollister begins, I 
would like to say that I share your concern that so much is charged 
up against agricultural programs which very properly should be 
charged against other programs. However, it was my impression 
that it was Congress rather than the executive agencies that wrote the 
laws providing for this chargeoff against agriculture for benefit 
derived by other agencies of Government. 

Senator Humpurey. I think the Senator is absolutely right. I 
don’t want my remarks to be interpreted as indicating that the charge- 
off was due to anything that the agencies were doing. I merely say 
that in what limited inquiry I have made thus far as an individual, 
most of the discussion around Public Law 480 has indicated that, well, 
this so-called surplus is a problem with which we are stuck; let’s see 
what we can do with it. All I am saying is that I haven’t heard the 
Treasury Department speak of the gold in Fort Knox, Ky., as a prob- 
lem, to use an analogy, and it seems to be about the largest surplus of 
any one metal we have, because it is all stored. 

Senator Aiken. I think that the Department has done a pretty good 
job in disposing of surpluses, a large percentage of them going to 
needy people overseas. At home there are some States that still don’t 
yermit surplus foods to be distributed to the low-income people in the 
Dnited States, but there are not more than a half dozen of them now, 
I believe. And they have been authorized to move $3 billion worth 
under Public Law 480. ‘They have moved it, and have been suspended 
in their operations now for some weeks because the Congress hasn’t 
seen fit to extend Public Law 480. I hope we will pretty soon, but I 
don’t think there is any denying that we have lost some benefits which 
might have been derived from it because of inability to continue nego- 
tiations with other countries, some of them needy countries. 

We hear India frequently mentioned as an example. We know that 
the Indians would like to continue to deal further with us, and we 
know they pay their interest on what we loaned them a few years ago. 
It seems to me that Congress would have to assume or share the respon- 
sibility for the cessation of activities. 

Senator Humpnrey. I thoroughly agree. As I say, the Depart- 
ment of Agriculture has done a very good job trying to look out for 
agriculture in this program. But I still believe one of the purposes 
of these hearings is to coordinate the efforts of the different agencies 
of Government, because so many of them are involved in the operation 
of Public Law 480. We cannot ignore the fact we have made the in- 
volvement in Congress. 

Senator Arken. Any conflict between Agriculture and any other 
agency or any difference of opinion is not new. I have been here 
going on 17 years, and that same difference of opinion has existed 
ever since I came here. I expect that it existed before I came to 
Washington. It is just a natural rivalry to see which agency can 
do the most good in this world. 

Senator Humrurey. I don’t mind that kind of rivalry, Senator, if 
the agencies will just work on that basis. 

Mr. Hollister, I would like to ask you a question. How do you 
view the role of Public Law 480 as a factor or an instrument of foreign 
policy related to the operations of your agency ! 
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Mr. Houuisrer. Senator, that is, of course, a very big subject. There 
is no doubt but that the use of surplus agr icultural commodities under 
Public Law 480 has a very important effect on the countries in which 
we work, 

I should point out at the outset that we are not, of course, in oper- 
ation in every country in the world. We have pulled out of Europe 
pretty generally, except with respect to Spain and Yugoslavia and 
Greece, although Greece is generally counted as belonging to the 
Middle East area rather than E uropean. So when we sell commodi- 
ties under Public Law 480 to those countries where we no longer 
have an ICA operation, while we are helping the economy of those 
particular countries, they are countries where we have felt ‘that there 
is no longer need for American aid. So the sale of commodities to 
such countries is really more for the purpose of selling commodities 
for something of value rather than as a part of the ICA operation 
plans. 

We take the burden, of course, of programing loans and watching 
end use, and that kind of thing, in those countries as well as others, 
because that is our duty. But we have no other economic plan of 
development in those countries. So that particular part of the work 
cannot be integrated. 

Senator Humrurey. Do you mean where you have a~— 

Mr. Hotuister. Where we have no regular program but where 
there are substantial sales under Public Law 480, there is nothing 
with which we can particularly integrate the operation. 

Senator Humpurey. Who is responsible in that country, then, for 
the overseeing ¢ 

Mr. Howuisrer. We are responsible for overseeing the loans, But 
as I say, what we try to do in such countries is to see that the use of 
the local currency which we lend to the country does go for the general 
development of the country, and we try to direct it as much as possible 
into the assistance of private activity, so as to get away from every- 
body being on a government-operation business. In fact, we try to 
do that throughout the world. But the ICA is interested primarily 
in the development of underdeveloped countries. And that is where 
our chief activities in connection with these programs have to be 
centered, 

Senator Humpnrey. What difference do you see between a program 
of ICA that has dollars as its means of conducting its work and local 
currency generated from Public Law 480 as a means of economic 
development ? 

Mr. Houutster. Well, there are various limitations, of course, on 
the use of what is engendered by Public Law 480—there must be sales 
of only certain types of goods, ‘and there must not be an interference 
with the local marketings 

Senator Humpnrey. But that matter doesn’t come under your juris- 
diction, you are not involved in that. Sales and the standards for the 
sales are a Department involvement. Your interest, does it not, comes 
when the money falls into your possession ? 

Mr. Hotxister. That is correct, when the money comes to us for the 
purpose of loaning it to that country under section 104 (g), and of 
course in a minor way under sections 104 (d) and (c)—they aren't 
used very actively—that is when we get into the picture, that is true. 
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And your question is, how does the programing of local currency in 
that way differ from the—— 

Senator Humpnurey. Let’s say that you were given dollars. 

Mr. Ho.uister. From any other program. Of course, the differ- 
ence is that under our regular program these countries get the use of 
foreign exchange, which they want very badly and they would of 
course rather have that than local currency. 

Senator Humpnrey. It is my understanding that where you have a 
mission in the country under the regular ICA program, you have 
developed a program to carry out through the mission personnel. 

Mr. Hoxuister. That is correct. 

Senator Humpnrey. Now, that is when you have American dollars 
that are appropriated by Congress. But what is the difference if 
you have American wheat that 1s sold under an authorization by Con- 
gress to country X, which country in turn borrows the money gen- 
erated from the sale of that wheat, for the purpose of its economic 
development ¢ 

What is the difference in your relationship to the latter method, 
as compared to the former ? 

Mr. Hoxuister. I say in the latter example the country probably 
has more initiative—perhaps I should not say “initiative,” because 
the initiative ought to come from the country in every case—but where 
it is a sale for currency under Public Law 480, and the money is 
loaned back, we are more inclined to follow a program completely 
developed by the country than where we are using dollars and have 
worked out ahead of time some definite program in that country. 

You see, it is very hard, Senator, to plan these Public Law 480 sales 
as far ahead as we plan most of our programs. We plan our regular 
programs in these countries very far ahead, long before the presenta- 
tion is made to the Congress of what we expect to use the money for, 
sometimes more than a year ahead of time. And in working out what 
we may need for a particular country, we are unable to tell that far 
ahead of time to what extent Public Law 480 availabilities may be on 
hand. 

Now, as the program develops, and we have Public Law 480 money 
coming into these various countries, then we are better able to program. 

Senator Humpnurey. But aren’t you going to run into this very 
same problem of programing when you get the loan development 
funds? When you had moneys appropriated in terms of grants for 
countries you could program them in advance; now we have got this 
loan development fund—-— 

Mr. Houutster. We think with the loan development fund, Senator, 
there will be great use for Public Law 480 local currencies which may 
be used with the dollars which we will have under the loan develop- 
ment fund as a joint use in a particular country. We think that may 
be very helpful. 

Senator Humpnurey. In other words, you see the blending here of 
these two forms of currency and these two types of programs? 

Mr. Houuisrer. Very definitely. We are trying all the time to blend 
as wellas wecan. Ifthe Senator is interested I don’t think you would 
want me to take the time to read it—but I have a 6- or 7-page form 
that goes into all our instructions to the m'ssions for planning. These 
guidelines go out generally right after the end of the congressional 
session. They go out to every one of the missions telling them how to 
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work up their programs in the coming year. And in that we have 
several pages dealing with Public Law 480, telling them we want the 
best guess we can as to Public Law 480 availability i in planning for 
that country for the coming year, or even the second year ahead. 

Senator Humpurey. Don’t you think it would be a good idea to 
have that in the record, Senator Aiken ? 

Sena‘or AIKEN. Yes. 

Mr. Houutsrer. I can read it. 


Senator Humpnrey. I don’t think it is necessary to read it. 
(The instructions referred to are as follows:) 


[Excerpt from program instructions with reference to Public Law 480] 
ASSUMPTIONS WITH RESPECT TO AGRICULTURAL SURPLUSES AND LOANS 
1. AGRICULTURAL SURPLUSES 


a. Existence of surplus—There will continue to be large United States 
surplu es of agricultural commodities in fiscal year 1958. 

b. Policy on inclusion of agricultural surpluses in program.—It will continue 
to be the policy of the United States to include as large a component of surplus 
agricultural commodities in the mutual security program as is consistent with 
the attainment of United States objectives. 

ce. Relationship to Public Law 480.— 

(1) The relationship between the mutual security program and Public Law 
480 extends not only to that aspect of Public Law 480 which is designed to ac- 
celerate development and increase consumption but also to any Public Law 480 
transaction including, among others, those designed to build up stocks, meet 
famines, regain the United States share of the market, ete. 

2) It is necessary to take account of this close relationship, and to assess its 
impact upon mutual security requirements when developing the budget year 
(fiscal year 1958) program. During the current year (fiscal year 1957) it will 
only rarely be possible to use Public Law 480 transactions to meet requirements 
which would otherwise have to be met, if at all, from mutual security program 
funds. Therefore, if the mutual security programs are adjusted to take account 
of Public Law 480 transactions, it will have to be done during the period in 
which the fiscal year 1958 program is being developed. 

(3) Public Law 480 transactions may have any one of three effects upon the 
mutual security program requirements for fiscal year 1958. 

(a) First, to the extent Public Law 480 resources fully substitute for 
mutual security pregram requirements, the estimates of such requirements 
should be reduced accordingly. This reduction is a function of (1) local 
currencies generated or expected to be generated as a result of Public Law 
489 sales agreements and (2) commodities which will be provided under 
Public Law 480 sales agreements. 

(b) Second, if the level of the mutual security program for a country 
cannot be reduced as a result of a Public Law 480 program without harm 
to our objectives, it may be that United States interests will be served by 
adjusting the composition of the mutual security program; for example, 
by decreasing the imported saleables component and increasing another 
component. 

(c) Third, in some instances, a Public Law 480 program may be under: 
taken with certain developmental activities in mind, which may create such 
a large requirement for foreign exchange, in order to implement such 
projec ts, that in order to take advantage of an opportunity to make a major 
gain toward the achievement of our objectives it will be necessary and 
advisable to increase the mutual security program illustrative figures for 
such country. 

(4) At each successive stage of review of the mutual security program sub- 
missions, these tests of the mutual security program requirements should be 
made: 

(a) Is it necessary to provide, in the mutual security program, surplus 
agricultural commodities in the amount proposed, taking into account future 
deliveries of such commodities from (i) multiyear sales agreements signed 
or anticipated to be signed in the current year and (ii) sales agreements 
anticipated to be signed in the budget year? 
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(b) Taking into account the Public Law 480 programs enumerated in 
(a) above, and any foreiga exchange relief which such programs may afford 
the recipient country, is it necessary to provide in the mutual security pro- 
gram in the amount proposed nonsurplus agricultural commodities which are 
designed to cover foreign exchange deficiencies of the host country? 

(c) Taking into account the local currency accruals under Public Law 
480 sales agreements previously signed or anticipated to be signed through 
June 30, 1958, is it necessary to provide on the mutual security program in 
the amount proposed, imported saleables for the purpose of produciug local 
currencies ? 

(d) Taking into account the opportunities for development resulting from 
Public Law 480 transactions, is it necessary, and if so, is it in the United 
States interest to supply additional foreign exchange (in excess of that 
which would otherwise have been proposed) in order to capitalize npon 
such opportunities? And, if so, can this be supplied by changing the com- 
position of the mutual security program, by calling upon nonmutual security 
program foreign exchange, or must it be supplied by a net addition to the 
mutual security program for such country? 

(5) In applying these tests certain basic rules should be kept in mind: 

(a) Ether the commodities shipped under Public Law 480 or the local 
currency proceeds therefrom or a combination of both may substitute for 
mutual security program requirements, depending upon the nature of the 
justification for the proposed mutual security program. 

(b) To the extent that a Public Law 480 transaction substitutes for 
mutual security programs, the latter should be reduced. In making this 
judgment, reference should be made to the answers to the questions raised 
above about the purposes which the mutual security programs are intended 
to accomplish. For example, if these purposes are political and the Publie 
Law 480 transaction has an economic effect only, the Public Law 480 trans- 
action does not substitute for the mutual security program. 

(c) In order to relate Public Law 480 local currencies to the matual 
security program, programers should consider (i) the backlog of unutilized 
local currencies expected to be available in fiscal year 1958 and (ii) the 
local currencies estimated to be derived from fiscal year 1957 and fiscal 
year 1958 sales transactions. In order to relate Public Law 480 commcdities 
to the mutual security program, programers should consider sales agree- 
ments estimated to be signed in fiscal year 1958 only. This means that as- 
sumptions will have to be made as to the Public Law 480 sales transactions 
which will take place as far away as fiscal year 1958. In erder that these 
assumptions can be reviewed at each successive stage, they shuuld be clearly 
stated. 

(7) For purposes of making this interrelationship between Public Law 
480 and the mutual security program, the following assumptions should 
be made: 


(1) Fiscal considerations will not generally inhibit the making of as 
large a sales agreement in any given country as might be indicated 
by other considerations ; 

(2) The United States Government will make a more conceried effort 
than in the past to use title I of Public Law 480 transactions as a device 
for increasing consumption and accelerating economic development : 

(3) To this end, consideration will be given to using the local currency 
proceeds of sales for the benefit of the host country in higher propertiun 
than was generally the case previously ; 

(4) Consideration will be g ven to engaging in long-term agreements 
of up to 3 years with the usual caveat about the availabilities of such 
commodities in surplus supply at the time of their delivery ; 

(6) The above discussion on substituting Public Law 480 for mutual security 
program funds applies only to the nonmilitary portion of the mutual security 
program. Ordinarily, where it proves possible and advisable to use local cur- 
rencies to procure things which would have been procured from the mutna! de- 
fense assistance appropriation, it is assumed for purposes of this exercise that 


the latter appropriation will be used to reimburse the CCC account in the Treas 
ury for currencies so used. 


Senator Arken. Do you think, Mr. Hollister, when you get the de- 
velopment fund into operation that that should provide a fairly ready 
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outlet for most of the foreign currency which we acquire under title 
I of Public Law 480? 

Mr. Hotuisrer. Let’s suppose, for the sake of argument, Senator, 
that we are involved in making a loan under the loan development 
fund for some substantial plant in some country. There would ob- 
viously be need for a lot of local expense in that country. Now, if 
we had some kind of a deal with some sort of organization, private 
or public, to build that plant, we might very well in our loan agree- 
ment with that same country under ‘Public Law 480 provide that a 
certain amount of the local currency under that loan would also be 
used in this same development, and thereby help the whole thing move 
forward. 

Senator Arken. Well, is there such a thing as lending the currency 
of country A to country B in order that country B might purchase 
something it needs from country A ¢ 

Mr. Hoturster. We do some of that, Senator. But there are a num- 
ber of objections, which we think the State Department people would 
probably be best qualified to discuss—a number of difficulties in tri- 
angular trade with Public Law 480 funds. 

It raises a lot of difficult problems. 

Senator Arken. I have in mind a particular instance. We ship a 
lot of coal to Y ugoslavi ia, because they have no coal. Their former 
source of supply—Poland—has dried up. Poland cannot supply 
Yugoslavia coal because they have nothing but picks and shovels to 
mine it with. 

Now, we are lending Poland, I believe, money to buy some mining 
machinery. Does that mean that they can then sell coal to Yugoslavia, 
their permanent market, and could we lend Yugoslavia the zlotys 
which which we get from Poland under Public Law 480 to pay for 
the coal which she ‘buys s from Poland ? 

It seems to me that that would ease up things all around if it is pos- 
sible to do it. 

Mr. Hotutsrer. If it is possible to do it—we, of course, must get the 
consent of a country before transferring any of their local currency. 

Senator Arken. You wouldn’t transfer their currency without their 
consent, of course. 

Mr. Hotuister. Of course, some of these currencies have very little 
transfer value. 

Senator Arken. I read an article by a Japanese official the other 
day and they weren’t complaining about the quotas put on imports 
here, but he said, if we wanted to help Japan, the best way we could 
do it would be to build up their national market in southeast Asia, 
helping those countries, and then they would be able to get their na- 
tional trade revived. 

Mr. Hotutster. We are trying that everywhere; in fact, that is the 
instructions our missions have as to trying to develop Japenese trade 
as much as We can. 

Senator Humpnrey. It was my feeling during the discussion of the 
mutual security program that this loan ‘development fund offered an 
opportunity for us to have a better control over these locally generated 
currencies and Public Law 480 funds, so that we pooled all the re- 
sources of the United States Government for loan purposes under the 
loan development operation. 
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And as I gather, in your program advice to your mission personnel, 
you are suggesting that in developing the program the personnel think 
not only in terms of loan development funds, but also Public Law 
480 currencies; is that right? 

Mr. Howuistrr. Yes, sir. You must take this into consideration, 
however, that there are three general types of countries where Public 
Law 480 agreements are made. One is the type I have referred to 
earlier, where we re: lly have no economic program and where we do 
not feel that the country really needs the help of the United States in 
its development. 

Then we have the second kind we were just referring to where de- 
velopment assistance is needed, where we feel that the United States 
could help. ‘That is the place, of course, where Public Law 480 activi- 
ties can be most useful in our program. 

The third type is the type of country where we have only a tech- 
nical assistance program. There we may have only a small technical 
assistance program, and we do not feel that United States funds 
should be put into economic development. And yet a Public Law 
480 agreement may be made with that country, and we may find that 
there is available for programing in that country a very substantial 
amount of local currency, and then it is our duty to program it, and 
help develop that country as well as possible, As I say, it is not some- 
thing we had planned at all, because we had not felt that that par- 
ticular country should have economic development money. 

Senator Humpurey. Is it generally true, however, that a country 
which is a food deficit country to the point where it could qualify 
under Public Law 480 standards (that is, not buying for dollars, but 
buying for local currencies, a country wherein we do not normally 
trade ‘under the free market, but we would do it within the confines 
of Public Law 480) isn’t it generally true that such a country is one 
in which there is need for economic development funds? 

Mr. Houutster. Well, I think generally, yes, sir. 

Senator Humreurey. In most instances would that be true? 

Mr. Houuisrer. I would think so. I would have to study all the 
different countries. Of course, “needs” is a difficult word. There are 
a great many countries around the world that really have need for de- 
velopment funds. But we have felt that the limitations of the world 
program were such, and the possibility of getting funds somewhere else 
were such that we did not believe it was wise to ; go into that area. 

There are countries, for instance, which, while the need is there, 
they have borrowing ability, or private industry could go in and do 
the things which we might otherwise do, and everywhere it is possible, 
where countries have the ability to borrow themselves from the Ex- 
port-Import Bank, the World Bank or a private bank, or where pri- 

vate industry could do the job, we don’t want to get in there. 

There are a number of those countries, of course, where Public 
Law 480 agreements have been made. Now, the need is there, but 
we did not feel it wise under the mutual security program to go into 
anything except technical assistance. 

Senator Humrurey. There are several standards available under 
the law for using foreign currencies accruing from the sale, One is 
to expand international trade? 

Mr. Houutsrer. Yes, sir; that is section (d), isn’t it? 
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Senator Humpurey. I am not sure which section. 

Another one is to encourage development. 

The third one is to purchase strategic materials. 

Mr. Hoxuisrer. That isn’t in our area. 

Senator Humpurey. What I am getting at, in terms of funds in 
these countries, it isn’t always necessary to start with an economic 
development Joan program. There may be other ways that you can 
utilize some of the funds that come within your title; is that correct? 

Mr. Hotuisrer. Yes, sir; there are a number of different ways. 

Senator Humpurey. Your responsibility is primarily with loans, is 
it not ? 

Mr. Hotuiister. Under section (d) we have the responsibility to use 
these funds to finance the purchase of goods from other friendly coun- 
tries. 

Senator Humenurey. That is what Senator Aiken was directing 
his attention to, and something which needs to be looked into. 

Mr. Houuister. For use in ec conomically underdeveloped countries 
and this can be grant money, this doesn’t have to be loan money. 

But the big one, where : almost all the money goes, is section (g), to 
promote multilateral trade and economic development. That is where 
most of the funds go. 

Senator Humpnrey. My own concern is that for some reason or an- 
other the people in the field who are intimately connected with the 
use of Public Law 480 funds by law—I mean, by the directive of law 
in your office—are not quite as familiar with what their responsibilities 
are in this area as they would be, let us say, under the general mutual 
security program. 

This is a nice way of saying that attention hasn’t been placed with 
the same emphasis upon. Public Law 480 funds as upon dollar funds. 
Now, I grant you it is easier to handle dollar funds. 

Mr. Houutster. I think that is a fair criticism, Senator, not so much 
that they would avoid working with the local funds, but it takes a 
while to educate people. This is a comparatively new program vis-a- 
vis the general mutual security program. 

In the last instructions that went out last summer, almost a year 
now, I guess it was, we tried to make them as detailed as we could, and 
I think for the first time, this last year, there has been a very deter- 
mined effort in all the important countries where we have programs 
to see that the Public Law 480 activities are fully integrated. 

One of the problems, too, of course, which arises is the kind of com- 
modities involved. After all, the commodities that are held in stock, 
which the Department of Agriculture is, naturally, hopeful of selling 
under these programs, aren’t always exactly what the countries want. 

So you have to make some kind of a deal. In order to get some kinds, 
they take more of the others. It isn’t the complete program which we 
would like, if we had an ideal situation. If you had all the com- 
modities you wanted, and you wanted to work the whole thing properly 
into economic development, you might not want the commodity that 
sometimes vou have to use in order to make the sale. 

Senator Humpurey. One of the reasons I am asking these questions, 
Mr. Hollister, is because of the statement which, as you recall, you were 
kind enough to provide for us in the Foreign Relation Committee as to 
the foreign currency holdings of the United States Treasury and 
other Federal agencies. 
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We found that our own table summarizes-the data. It says that 
the equivalent of over $800 million of Public Law 480 funds are in 
Government accounts, with more than $1 billion still to be received. 
That is $1,800 million worth of currencies. 

Mr. Howuister. I think it is nearer $2 billion today, Senator. 

Senator Humpnrey. Yes. 

With that amount of money, in the light of the tremendous pres- 
sures upon the Congress for economy, it appears to me that one of our 
main objectives should be the effective and ready programing of the 
use of this money. 

Now, I understand that the use of much of this $1,800 million or $2 
billion, as you indicated, has been planned. There is a difference be- 
tween planned use and effectuated use ? 

Mr. Houuisrrr. Yes, sir. 

As for the planned use, of course, that must. precede the effective 
use, and these things take time. Some of the things, of course, have 
to go on a trial and error basis. 

senator Humpnurey. I am going to suggest that at this point in this 
testimony that we refer to the tabulation that was provided for us by 
Mr. Hollister’s agency as of May 23, 1957. It was inserted at the 
opening of the hearings yesterday, and is entitled, “Foreign Currency 
Holdings Not Purchased With Dollars of the United States Treasury 
and Other Federal Agencies.” 

(See p. 37.) 

Mr. Ho.uisrer. I was just pointing out, the sales proceeds already 
received are something over a billion, and anticipated collections are 
over a billion, as of the 23d of May. 

Senator Humrpurey. So that it is really over 2 billion ¢ 

Mr. Houutsrer. Yes. 

Senator Humpnrey. You are correct; that includes the Defense 
Department holdings of funds. And when you add those two to- 
gether, you are right, you get over 2 billion. 

Mr. Hotuisrer. The trouble with all these figures is that you can 
set them out one way and then set them out in some other way, and 
they do not always reconcile. But it is roughly 2 billion. 

Senator Humpurey. This is one of the problems about which we 
are trying to get a better understanding. Under mutual security, 
there is a certain amount of funds that the Defense Department has 
that are generated from Public Law 480 sales, surplus agricultural 
sales. 

Mr. Hotiister. Well, asa result of defense support. 

Senator Humpnrey. That is right. And we authorized that right 
in the Mutual Security Act. 

And then you have all of these sales under the regular act of Public 
Law 480, which comes to your account or under your jurisdiction. 

When you get all these put together and tie them together, you have 
got a substantial amount of holdings in foreign currency, which have 
a dollar equivalent of well over $2 billion. I think it is fair to say that 
this is a matter of some concern for the Government and for the tax- 

ayers. 

; Mr. Hotrisrer. And in addition, there are section 402 holdings. 

Senator Humrpurey. That is what I was referring to; in addition 
to Public Law 480. 

What I am getting at, therefore, is that the instructions to your 
mission people are vital and important. I say this in the spirit of 











































































































































































142 POLICIES AND OPERATIONS 


cooperation and friendliness: It appears to me that the more the mis- 
sion people from the ICA and the embassy people from the Foreign 
Service can be informed as to what is available under these foreign 
currencies in the respective countries to the account of the United 
States, and the more that they can be instructed and informed as to 
how best to use it, the greater can be the ultimate tax saving to the 
American people, to the American taxpayers in terms of other kinds 
of aid that we are providing. 

Mr. Hotuister. That is entirely correct. 

Senator Humpurey. And I just want to emphasize this; I want to 
thank you and commend you for getting these instructions out to the 
embassies and to your missions. 

I think also, since a representative of the State Department is here— 
this is something we have talked about with the proper officials in the 
Department—that our own ambassadors need this kind of instruc- 
tions, because ultimately they even control your mission representa- 
tives there. They are in charge of the entire American operations. 

Mr. Hollister, the committee would like to know whether or not 
ICA has any control over other agencies in regard to Public Law 480. 

Mr. Hotutster. I don’t know, Senator, quite what you mean by that. 
Under title III, which involves the turning over of commodities to 
charitable agencies for work in foreign countries, we together with 
the Department of Agriculture have control over the amounts that 
they get, and what countries they operate in. We have a special 
committee of people outside ICA which reviews all of these organiza- 
tions. It is a statutory committee set up in 1946, and it does a very 
good job of reviewing all of these things, but of course we have to 
give the final approval. 

Senator Humrurey. Is that NAC? 

Mr. Hotutsrer. No, that isn’t NAC. The official name is Advisory 
Committee on Voluntary Foreign Aid. 

Senator Ture. At that point, if Mr. Hollister will permit an in- 
terruption, how and what restrictions did the foreign countries im- 
pose on this currency? Do fhey have certain controls over those 
funds? 

Mr. Hoxutster. Well, our loan agreements with the countries are 
that we must mutually agree on the nature of the projects for which 
the funds are to be used. So to that extent we cannot order a country 
to use the money for a particular use, neither can the country insist 
on a particular use. You are now talking about the general program 
of Public Law 480 loan funds in the economic field ? 

Senator Ture. That, and the currency, the local currency that may 
be accumulated from the program as a credit to the United States, 
that if a loan is granted it is, of course, for an approved project. 

Mr. Hotiister. Well, when we make the loans under Public Law 
480, the loan agreement generally says that the projects will be sub- 
ject to mutual approval, because they change from time to time, and 
then the local ministries come up to our mission with the type of pro- 
gram they would like to put into effect. And we check them over, 
some we think are pretty good, and others we think inadvisable, and 
ultimately we get together a series of programs on which this money 
is loaned. 
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Senator Ture. And then are those closely observed and checked to 
determine 

Mr. Hou.ister. Yes, we make end-use checks. This program is so 
young that in very few cases has the time come when we will be able 
to check and see how closely the agreement has been lived up to. But 
we will expect to, of course. 

Senator Tuyer. You haven’t experienced any embarrassment to date ? 

Mr. Houuistrr. No appreciable ones. We have had some disagree- 
ments. There is one country—and this being an open session I don’t 
want to name individual countries—there is one country that has ob- 
jected very strongly to our having any control over it, because they 
said that is interference with their national sovereignty, that it bor- 
rowed the money, they ought to be able to spend it in any way they 
want to. 

Senator Ture. However, there are certain provisions under Public 
Law 480 which permitted them to borrow ? 

Mr. Houuister. I am talking now about the money which they paid 
which was in turn loaned back to them. They objected to an agree- 
ment in this particular case which gave us any control over the type of 
project which the currency when borrowed would be used for. In 
that particular case we solved it by putting in the loan agreement 
itself a list of the projects, so we agreed on them ahead of time instead 
of putting in a provision that we all had to agree on them afterward. 
So it came down to the same thing. 

And in this particular case it made them feel that they had been 
given proper recognition, so everybody was happy. But generally 
these agreements are accepted in our regular way. 

Senator Ture. Thank you. 

Senator Humpnrey. Senator Aiken, you had some questions that 
you wanted to ask. 

Senator Arken. I havea few, Mr. Chairman. 

I would like to ask Mr. Hollister, in what countries do we have both 
the ICA programs and programs under title I, Public Law 480? 

Mr. Hotuister. Well, in table 2 of this memorandum that was re- 
ferred to is a complete series of countries where we have Public Law 
480 sales agreements. Now, on 

Senator Arken. But we do not have ICA programs in all those 
countries. 

Mr. Hotuister. No, we haven’t. 

Senator ArkeNn. I was just wondering what countries we have both 
ICA programs in and programs under title I of Public Law 480. I 
think that would be interesting information to have in the record. 

Mr. Hotuister. Since 1955 there have been 15 countries where we 
have defense support or development assistance. Now, that doesn’t 
mean all the countries where we have programs—these are just the 15 
countries where we have development assistance or defense support 
programs. In addition, there are 8 where we have technical assistance 
and also Public Law 480 agreements. As I tried to point out a little 
while ago, there are really 3 types of Public Law 480 countries, 1 
where we have no other program at all, 1 where we have only technical 
assistance, and 1 where we have technical assistance and either defense 
support or development assistance programs, or both. 
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Senator Arken. Would you say that title I programs strengthen 
the ICA programs? 

Mr. Houtister. They definitely do, in countries where there is devel- 
opment assistance and defense support. Now in the countries where 
there is only technical assistance—they obviously don’t strengthen 
the program, because the program itself is only technical assistance, but 
they strengthen the country. And the technical assistance can perhaps 
be more helpful to the country in some of the areas where Public Law 
480 funds are used. 

Senator Arken. Now, take the countries where there is development 
assistance and defense support, if there were no more title I programs 
in those countries, wouldn’t we have to appropriate more funds to 
cover their requirements for agricultural products ? 

Mr. Hotuister. Yes, sir, not necessarily for agricultural products, 
but in some way, whether we would have to give . them funds particu- 
lary for agricultural products or for something else, and thereby 
release funds which they might use for agricultural products. 

Senator Arken. They might have money enough to buy wheat and 
cotton, and leave them short on other things which they ought to have. 
So title I programs do help to that extent ? 

Mr. Ho.utsrer. They help. There is no question about that, but 
they are not a complete substitution for other products. 

Senator Arken. Would you care to make an estimate as to how 
much additional funds would be necessary for foreign aid if it were 
not for Public Law 480? 

Mr. Hotuister. It would be very hard to estimate. Perhaps a year 
or two from now somebody might work that out in some of these 
countries. I don’t think it would be easy now. There are 1 or 2 
countries where we can make an estimate, but overall, it would be very 
difficult. 

Senator Arxen. I think a general statement is all we can expect on 
that. 

Senator Humpnurey. Would there be more funds required under 
general foreign aid if there were no Public Law 480 programs in order 
for you to accomplish the same objectives that you have today ? 

Mr. Hotutster. Yes, sir; obviously. 

Let me take one particular country, because it was referred to here 
by Senator Aiken earlier; that is India. It is perfectly obvious that 
the economy of India is ‘assisted by the existence of the agreement 
involving some $360 million, counting sale value plus ocean freight, 
worth of surplus commodities which were sold to India. 

Now, obviously that is a great help to India. It means that they 
could use that as food reserves in a country where they do need re- 
serves. It relieves them from the necessity, perhaps, of certain other 
buying. But to say that that is a complete substitution for a similar 
amount of dollar aid is, of course, way out of line. 

Senator Humpnrey. But it is fair to say that if you didn’t have 
Public Law 480 funds you would have to have more dollar aid? 

Mr. Houutster. I don’t say we would have to, but it would be neces- 
sary to bring about the same effect on India’s economy. 

Senator Humenrey. That is what I meant, if you had the same 
standard you obviously would have to have more dollar aid if you 
didn’t have the other. 

Mr. Hotutster. Yes. 
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Senator A1ken. I think perhaps we would-have to use India as an 
example. 

Mr. Hotuister. The trouble wtih India is, it is so much larger than 
the others that it may be a little bit more unusual than some of the 
others. 

Senator Arken. I think India might be used as an example for 
the next 2 or 3 questions that I have to offer. And that relates to 
paragraph 104 (g), which has already been referred to in these hear- 
ings. This paragraph, as you know, stated that funds were to be 
loaned through the established banking channels of the country pre- 
ferably. I think this provision was designed to pump funds into the 
normal private commercial enterprises and thereby mobilize the maxi- 
mum total capital for investment. 


Have you found it necessary to deviate from this principle of 
operation ? 

Mr. Hotuister. Well, I don’t quite know what you mean, Senator. 
We are always pushing to use available resources to stimulate private 
industry everywhere. In some countries we are more successful than 
in others. Some countries have highly socialistic governments that 
are exercising government control over most operations, and we have 
difficulty in getting them to use the money this way. We put on all 
the pressure we can. 


Senator Arken. Are the funds loaned through the established 
banking channels in the country? 

Mr. Hoxtisrer. Y es; that is our policy. But to say how successful 
it is, in some places it is more successful than others. And then there 
are some countries where even though the country itself is perfectly 
willing to do that, they simply can not because of the undeveloped 
state of business. There are not the entrepreneurs that ought to be 
available to do the work. 

Senator ArkEen. Now, the next thing I want to ask about is still con- 
cerned with 104 (g). That paragraph, as you know, states that the 
loan funds are to be used to promote multilateral trade and economic 
development. I understand that the promotion of multilateral trade 
ineans investing funds in enterprises that would increase the foreign 
exchange balances of the country, and thereby increase the total volume 
of world trade. Does it not follow that the funds are not to be used to 
make a country self-sufficient? Is that your interpretation ? 

Mr. Hoiiisrer. Well, do you mean could we use it, not long in the 
country itself but to develop trade between it and other countries ¢ 

Senator Arxen. I think the interpretation put on it is that you use 
this money in those countries, in such a way as to increase multilateral 
trade between the one country and other countries, and incidentally, 
our country. 

Mr. Houuister. We would naturally like to. Any development of 
trade in any country generally results in international trade of one 
kind or another, because if the country develops its resources, which 
is what we are trying to do, it develops its ability to export, and of 
course that means international trade. 

Senator Arxen. That is what this Japanese official is referring to. 

Mr. Hotuistrer. And the more the country can export, the less they 
need our help. 


Senator Humenrey. And the more they export, the more they 
can import. 
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Mr. Hoxutster. That is right, because they have then got the for- 
eign exchange that they are ‘looking to us to give them all the time 
now. 

Senator Arken. Could you give us an example as to how those 
funds could be used to promote multilateral trade / 

Mr. Hotuister. I don’t think I could now. I will see what I can 
find along those lines. My guess would be that up to date almost 
all of it would be indirect. 

Senator Arken. Well, by making loans to the country primarily 
concerned, would you consider that one means of increasing the possi- 
bilities of their multilateral trade ? 

Mr. Houuister. Very definitely. As I say, every time that you 
can help develop a country you increase its ability to trade internation- 
ally, there is no question about that. 

Senator Aiken. We do make loans which are used for that purpose, 
and I think that is a useful and direct way of meeting that situation. 
But what is the usual term of these loans that are made to foreign 
countries ? 

Mr. Hottister. Forty years. There are some exceptions, but that 
is the general term. 

Senator Arken. Do you think you get greater economic impact 
from a 40-year loan than you would from a 10- or 20- vear loan? 
Don’t these countries want loans as short as 10 or 20 years ? 

Mr. Hourisrer. I don’t think the life of the loan has much to do 
with the economic impact, because if the country gets money on the 
loan and it is used or re-lent by the country to private industry in 
order to develop harbors or roads or whatever it might be, the eco- 
nomic impact comes soon, irrespective of when the money has to be 

paid back. The question of the length of the loan is when the country 
Sad to pay back the money it borrows. Whether it pays it back in 
20 or 30 or 40 years has little effect on the economic impact, the way 
the money is spent in the country. 

Senator Arken. What is the interest rate? 

Mr. Hortister. Three percent if paid in dollars, four percent if paid 
in foreign currencies. They have the option. 

Senator Arken. What is the prevailing interest rate in these coun- 
tries. 

Suppose it varies? Is it much higher than 3 percent ? 

Mr. Hotutster. Senator, in underdeveloped countries that would be 
way below most commercial interest rates. Some run as high as 10 or 
15 percent, and some have no regular going rate. And if you consider 
the small borrower, he sometimes pays as much as 8 or 10 percent per 
month. 

Senator Arken. Are there funds available in these countries where 
they make loans already for financing long-term commercial enter- 
prises ? 

Mr. Hotutsrer. Well, a question of that kind is pretty hard to an- 
swer generally, because you see in making these Public Law 480 deals 
we are dealing with some very sophisticated countries which have low 
interest rates similar to ours, and they are highly developed, but also 
with countries which really have no source of commercial borrowing 
at all, as we understand it. 

So we are talking right across the board of different kinds of coun- 
tries. That is why I say that the sales we make to the countries that 
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are already pretty well developed, and where we have now stopped 
giving any aid, are in a quite different situation than those where the 
loan really helps to develop the underdeveloped country, which is part 
of our policy. 

Senator Arken. Then the very high interest rates, and the fact that 
money is not available for long-term loans in many of these countries 
indicates a very useful purpose for the currency generated by Public 
Law 480 sales? 

Mr. Horutstrer. That is why these countries all prefer to use the sales 
money that we get under this section 104 (g), because it is the most 
advantageous thing to do. 

Senator A1ken. Can we have it put in the record as to how much 
money has already been made available for these loans ? 

Senator Humpnrey. Yes. 

Senator Arken. And how much has actually been loaned ? 

Mr. Ho.uister. We have already filed this with the other commit- 
tee. We can file them with this committee. 

Senator Humpurey. I want them for this committee. 

Mr. Hotrxister. We will file them. 

(For information, see p. 150. 

Senator Tuyr. If the Senator would yield at that point, could you 
cite them now because there are three places that I should be this very 
minute. (Our Defense Appropriations Subcommittee is holding a 
hearing over in the Capitol, an appropriation bill is being considered 
on the Senate floor, and I am here trying to glean as much informa- 
tion as I possibly can concerning the administration of Public Law 
480. 

If you could cite the figures 

Mr. Hoxwisrer. Would it be helpful to you if I were to write you 
a short. personal letter giving you a summary of these figures? 

Senator Ture. I would be delighted, but it would be more help- 
ful to the press sitting right here now if you had those figures and 
could read them. 

Mr. Hotuisrer. I will give you what I have. 

The sales proceeds the United States has already received as of 
the end of March from Public Law 480 is the equivalent of $1,044 
million. 

Senator Humpurey. That is what is in? 

Mr. Hotutster. That is what is in. 

Senator Tuye. $1,044 million. 

Senator Aiken. That is in foreign currency ? 

Mr. Hotuister. Yes, that is in foreign currency. The equivalent 
of dollars in foreign currency. 

Senator Tryr. Now, then, what have you done with that? 

Mr. Hotuister. The anticipated amount which will come in as the 
result of sales made, but not yet paid for, is $1,053 million. 

Senator Tuyr. Is that a plus to the $1,044 million ? 

Mr. Houutstrer. That is right. So that makes accumulative sales 
under Public Law 480 agreements of $2,097 million. 

Senator TuHyr. Now, where will that money go? 

Mr. Hoxtister. About $400 million of that has already been cov- 
ered by loan agreements. 

Senator Ture. To different nations? 
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Mr. Houutster. Yes, sir. 

Senator Ture. Under projects of which you have some knowledge 
as to what they are going to be, is that it ? 

Mr. Hoxzisrer. Loans signed through May 29, that is, signed loan 
agreements. I don’t say it is all as yet loaned out again, but loan 
agreements that are signed through May 29, 1957, are $387 million. 
And loan agreements in negotiation are $762 million. You see, this 
program is 

Senator Ture. So that it will total about a billion ? 

Mr. Hotuistrer. It will total somewhat over a billion, which are 
already signed or in the process of negotiation. And as the money 
comes in, there will be almost another billion of funds coming in. 

And now, of course 

Senator Ture. And some of those loans are extended 

Mr. Ho.uisrer. Senator, I should point out that that 2 billion 
funds is the dollar equivalent of all the sales money but all that sales 
money does not go into these loan agreements. There are 10 different 
uses for which that sales money can be used. So when we have signed 
loan agreements of almost $400 million in local currency, $387 million, 
by May 29, and have negotiations for $762 million, that uses up a large 
part of all the money that is going to be available under this partic ular 
loan section. 

Mr. Houuistrer. Money which would be available under the existing 
sales agreements runs well over 2 billion. But inasmuch as there 
are other uses for it, only a certain proportion of it—very much the 
larger amount, however—is to be used in these loan agreements. 

Senator Ture. These are made under the long-term ‘loans? 

Mr. Hotuister. Yes, sir. 

Senator Tuyr. The 40 years, as you mentioned. 

Mr. Howtisrer. Most of them 40, 

Senator Trvr. And then you have approved projects that are pro- 
posed under iliis loan agreement ? 

Mr. Houuister. We have not yet approved them, they will be ap- 
proved as time goes on. 

Senator Tuyr. But as to those on which you have made loans, you 
have an underst: inding of what the projects will be ? 

Mr. Hotuister. Not necessarily. There may be, as I pointed out a 
little while ago, in these loan agreements, and there is in most of them, 
merely the provision that the project must be decided by mutual agree- 
ment. 

Senator Ture. You have some of these projects in India, do you 
not ? 

Mr. Hotutster. Yes, sir. 

Senator Toye. And what would be the nature of the project in India 
that you would be carrying out, for instance ? 

Mr. Horutster. I could not yet tell you about India, but I have 
another country that perhaps the Senator might be interested in—I 
don’t believe we have got to India as vet. 

Senator Tuyr. What country do you want ? 

Mr. Hotutster. Let me take Brazil. 

Senator Ture. That is South America; that is a long way from 
Asia, and our hotspot right now is in the Middle East area of Asia. 

Mr. Hotutster. Do you want me to take Israel ? 
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In Israel we have total loan agreements of $31 million in foreign 
currency that have been signed, and projects approved of almost $29 
million equivalent. They involved irrigation, well drilling, and agri- 
cultural development, $11 million; agricultural settlement, $2.8 mil- 
lion; land preparation, $400 000; agricultural research station, 
$300,000; aforestation, £400, 000: dev elopment of roads, $3.8 million; 
electric power construction, $6.6 million; loans to home buyers, $3 mil- 
lion. 

Senator Tuyr. Now those are all-weather projects, because they will 
all increase the potential of the food and fiber production and also 
improve the economic situation of the entire country. 

Now you have such proposed progress in India, Pakistan, and other 
countries in Asia. We know that we have been in Japan, one way or 
the other, since the ending of World War II. We have been there 
assisting with its textile developments and other economic develop- 
ments, so the program in Japan is not of as great interest to me as 
would be its use in some other areas such as India and Pakistan in the 


Middle East. 


But you will have a complete report for the record of the projects 
that are—— 

Mr. Houuisrer. I have here, and I think I ean file this, the countries 
where we have loan agreements, and a summary of what we have 
already agreed on in the w ay of projects. 


Senator Humeurey. I think we had better have that at this point 
in the discussion. 


(The summary referred to is as follows :) 





150 


POLICIES AND. OPERATIONS 


Public Law 480 loan projects under current loan agreements’ as of May 6, 1957 


| Total loan 
agreements 
signed 


Country 


Austria 


Burma 
Brazil 


Colombia... 
Ecuador 
Greece. 


ee 
Israel 


Japan __- 


Paraguay 
Peru 


Portugal ___- 
Spain. 


Yugoslavia 


Total 


| This tabulation includes only approved projects within current loan agreements. 
have been tentatively approved prior to completion of loan agreements are not inc luded. 


? Approval of projects allows expenditures of up to the amount stated. 


Total projects 


approved 2 


. 9 


[Million dollar equivalent] 


Description of projects 


Industrial projects, including electric power, iron 
and steel, metal processing, textile industry, ete., 
14.2; tourism, 1; regional development, 0.8. 


Agricultural silo facilities, 6; extension of railways, 
4.8; rehabilitation of railways, 10; river navigation 
and oe improvement, 3; a ° allurgical works, 
4; cold storage meat plants, 1; electric energy 
products, 5 5. 

| Expansion of hydroelectric and power production; 

| railway construction; expansion of iron and steel 

production. 

| Highway improvement, 

center, 0.25, 


3.75; agricultural training 
| Agricultural credit system in tropical coastal area, 


Extension and modernization of roads. 





Irrigation, well drilling-and agricultural develop- 
ment, 11.4; agricultural settle nents (construction 
of farm buildings), 2.8; land preparation, 0.4; 
agricultural research station, 0.3; aforestation, 
0.4; development of roads, 3.8; electric power 
construction, 6.6; loans to home buyers, 3. 

Electric power development, 50.7; irrigation, drain- 
age, and reclamation, 8.4; productivity center, 
0.4. 

| Electric power development, 21.9; irrigation and 

land development, 12.7; land reclamation for 

industrial sites, 1.9; productivity center, 2.8; 

forest development, 2.8; industrial marketing 

and processing, 4.5; improvement of fishing port 

facilities, 1.9; silk center, 0.4; undetermined, 0.5, 


| Irrigation pee in northern Peru (land to be 
used for bananas, coffee, cacao, and feed protiee 
tion). Because of drought not more than 15 
may be used in drought area in southern Peru 
for farm-to-market roads, agricultural credit, and 
about $40,000 for small irrigation projects. 


Reforestation and watershed control, 5.1; small 
irrigation projects for noncitrus fruit and vege- 
table production, 2.6; soil conservation, 0.3; land 
consolidation, 1. 


Projects which may 


= total value of the projects 


would decrease if the amount available for loans is less than that anticipated. 


3 The total of the proposed projects exceeds the amount of the loan. 


at a later date. 
‘ Includes 2 


,500,000 million loan made for sec. 


‘Appropris ite revisions will be made 


104 (d) purchases from Italy. 


Senator Tuye. It will be helpful if they are available, because what 
we are trying to determine is what are we doing with the Public Law 
480 authorization and the funds that are derived from it. 

Mr. Hoxuister. You see, unfortunately, as yet we haven’t gotten 


very far into the underdeveloped countries in working these things 
out. A great many of these are either countries where we already had 
a certain substantial amount 

Senator Tuyr. You see, agriculture has borne the criticism by the 
taxpayer that this amount of money has been fed into the agricultural 
economy, and we have heard loose remarks about $4.5 billion of the 
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national farm economy being derived from the Federal Treasury, and 
et cetera. We have heard all kinds of loose statements. In fact, there 
were some remarks on the radio this morning that would have been 
just as well unsaid. 

Senator Arken. I heard them. 

Senator Ture. From the standpoint of the Nation’s economy they 
were very misleading. 

Senator AIKEN. They were completely false, too. 

Senator Tuye. I think it was an absolute misstatement, and a dis- 
service, insofar as the American taxpayer and the American producer 
is concerned. 

Many will refer to Public Law 480 and say: there are $3 billion of 
United States taxpayers’ money going toward the disposal of sur- 
plus agricultural commodities. However, when you get a complete 
breakdown and an analysis of this, you are getting an entirely differ- 
ent report than that this is a sop and a subsidy to American agri- 
culture. 

This a technical-assistance program that is going to be highly 
beneficial in the development of the economies of countries where 
there are a lot of underprivileged and underclothed people. That is 
one reason why this record is so important. You are rendering a 
service when you disclose this information for the record and for the 
public. My colleague, Senator Humphrey, as chairman of this com- 
mittee, is also rendering a service to the American taxpayers by show- 
ing definitely that this use of funds will help in the development of 
better relations with other countries as well as in the development of 
an economy which will take care of some underprivileged folks in 
the world. 

That is why I think this is important. 

Senator Humeurey. We will have all of this placed in the record, 
Senator Thye. 

Senator Tuyr. If Mr. Hollister has any information that he can 
read in now, splendid. If not, I think the record will reflect a complete 
breakdown 

Mr. Hotuister. It would take some little time to read every one 
of these countries. There are 15 countries where we have already 
made these loan agreements. 

Senator Humeurey. And in which you have projects? 

Mr. Horuister. In which the projects, in general, have been ap- 
proved. That involves almost $400 million, in foreign currencies, the 
projects approved involve $330 million; the loan agreements signed 
are $387 million. = was as of May 6 

Senator Humpurey. This is very important, as Senator Thye 
pointed out. What we need to get emphasized is that there is still a 
substantial sum of money in ‘the bank running to almost three- 
quarters of a billion dollars, which is as yet not ‘programed. 

Mr. Hotiister. Yes, sir—it is not in the bank yet, but it is coming in. 

Senator Humpnrey. There is a billion in proceeds in, and there is 
a billion still to come? 

Mr. Hotutster. That will be paid in. 

Senator Humpnurey. When that money lays around in the banks of 
some of these countries, the currency loses some of its value. The 
sooner you get that currency loaned out, or the sooner you use it to 
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buy or pay costs, the more value you get out of it. I think that is a 
fair statement. 


Mr. Houuister. We act as fast as we can. 

Senator Humpnrey. I started out by saying we are not after any- 
body in this hearing. These sessions are a matter of getting mutual 
education all the way down the line, the public, Congress, and the 
Administration. Without being critical of your personnel, Mr. Hollis- 
ter, I feel the emphasis in Embassies upon the use of Public Law 480 
currencies is not there. It is not there in the same degree of interest 
as it would be if there were other resources available. 

Here, I think, is what we are interested in: To see that if these 
currencies are available and if loan agreements have been signed, 
that the projects are under way and approved, so that the funds are 
being used constructively and are in the stream for purposes of re- 
payment. That is the emphasis that I would like to see here. 

Now, I must confess that in Italy we found one gentleman that 

vas keenly aware of the potentialities of this: Mr. Deak. 

Mr. Hotuister. Francis Deak. He looks after ICA affairs there. 

Senator Humpnrey. He is an excellent man. And here is a man 
that can really explain this whole Public Law 480 program to you in 
a way that added up to a constructive program. And yet, in some 
areas, I must confess that there wasn’t the same understanding as a 
man of this competence would have. 

And so, I think what Senator Thye is getting at here is that this 
money can be used, some of it has been used, and we would like to 
see it used. Used not willy-nilly, but constructively and conserva- 
tively for good programs. 

Senator Taye. At that point, Mr. Chairman, I would like to ask 
this: 

Mr. Hollister, you have projects in India that are still in the tech- 
nical-assistance field, where you are going out and assisting not only 
to develop their industry and to improve agriculture in various areas. 
When I visited India in 1953, I saw projects designed to grow a fiber 
that would furnish fuel, and others that would save the simple barn- 
yard fertilizer to be applied to the fields to increase the production 
of depleted soils which were much in need of humus. 

Have you such projects in which you can use or are using Public 
Law 480 funds? 

Mr. Ho .uister. Senator, I would have to check into it. I don’t 
know what we are contemplating there. As I say, the loan agreement 
in India has not yet been made. Undoubtedly the mission is working 
on that. As a matter of fact, our mission head is in this country, I 
would be delighted to have him drop in and call on you. 

Senator Ture. I would like that, because I spent some time check- 
ing that back in 1953, and I could see the advantages and benefits to 
our public relations with the people of that country, and likewise in 
Pakistan. I was wondering whether you were now using funds derived 
from surplus commodities sales under provisions of Public Law 480 
to develop such projects over there, because that would give us an 
insight into what benefits are derived from the enactment of that 
law by Congress. 

Mr. Hotutsrer. All I can say, Senator, is that I wouldn't want to 
get specific with respect to a country where we haven't even yet got 
the loan agreement. The only thing I can say is that the instructions 
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to all our people are that they should use available currencies that are 
engendered under this program as much as possible in full coopera- 
tion with the other things that they are doing in that country. 

Senator Arcen. Mr. Hollister, in view of the need for certain com- 
modities in many countries and in view of the supply of those commod- 
ities in the United States, would you say that Public Law 480, 
particularly title I of it, should be continued? Should we have a new 
program, or should we have no program at all 4 

Mr. Hottisrer. Well, the legislation which is currently going 
through, I think that is wise legislation. As to whether a bill extend- 
ing the program beyond this year should be exactly the same as the 
present law I am a little hesitant to say. I think there are a great 
many ways in which the legislation can be approved. 

Senator Aiken. You recommend extension on short-term periods? 

Mr. Howutsrer. This one that is going through now which was just 
on the point of passing a few days ago I think is a wise move. But 
1 do believe it would be equally wise to have the executive branch— 
with, of course, those interested Members of Congress and of appro- 
priate congressional committees—study the whole legislation for the 
future. 

Senator Humpurey. That is what we are trying to do right now. 

Mr. Houuisrer. I know that. And I know that it is entirely con- 
structive what you are trying to do here. As long as we have the 
surpluses under one agricultural program or another, we naturally 
want to use those surpluses to the best advantages of the United States. 
After all, it is the taxpayers’ money. And as long as we have over- 
seas programs of economic development in these countries, it seems to 
me very appropriate that to the extent possible these surpluses should 
be used as part of those programs. That is a very general statement, 
of course, and it can be developed in many different ways. But I do 
think it needs a great deal of study. And I am not certain that the 
existing legislation i is ideal. 

Senator Humpnrey. Mr. Hollister, in the light of your response 
to Senator Aiken’s question, I wonder if at some time before the con- 
clusion of these hearings it would be possible for you or someone in 
your organization to give us a memorandum as to what improvements 
or changes you think might be desirable. Now, I recognize that or- 
dinarily these differences are reconciled in some kind of an interagen- 
cy group. 

Mr. Hotutsrer. I have to be a team player , and something which 
might be ideal for the operation of the ICA for obvious reasons might 
not fit into the Department of Agriculture’s views, which might pos- 
sibly be much more important than what I might want to do. And 
then there is always involved the question of the political impact of 
these things which the State Department has to be responsible for. 
After all, everything we do in the foreign field has to be under the 
State Department because our foreign policy is the most important 
thing, and has to control almost everything. So I can’t speak in a 

racuum. 

Senator Arken. I noticed 2 years ago the ICA program used $350 
million worth of surplus commodities, last year $250 million worth, 
and this year you are asking for $175 million. 

Mr. Horrister. It was first three fift y, then three hundred, then two 
fifty. and two hundred this year. 


95262 
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Senator Arken. It was one seventy-five, but it was raised somewhat 
by the committee ? 

Mr. Hoxuisrer. Raised to two hundred. 

Senator Arken. Does that indicate that you are not happy with that 
part of the program, and would like to break it up ! 

_ Mr. Hoxuisrer. Not a bit. This is section 402 which you are talk- 
ing about—we have difficulty in getting agricultural products into our 
programs in the same amount that we were able to in the past, you see 
in the earlier days a large part of the mutual security money went to 
countries which were short of agricultural supplies, and therefore it 
was easy to put a large amount of these programs into those countries. 

Now, as we get our program more and more in the countries that 
are very undeveloped economically but still are agricultural coun- 
tries, it isn’t nearly as easy to sell our regular programs in that amount, 
or even grant that amount of agricultural products. And this year 
you see, Senator, under the new arrangement which we are asking 
the Congress to pass, we cannot any longer use the development as- 
sistance money for agricultural products. So we are pretty well con- 
fined, in living up to the requirement that Congress asks us to make 
in section 402. We are pretty well limited to our defense-support 
funds, which have been—our request has been reduced from a billion 
one hundred thousand last year to nine hundred million this year, and 
the Senate Foreign Relations Committee itself has already reduced it 
to eight hundred million. 

Now, if we have put such a large percentage of those funds in the 
agricultural field, it is going to be very difficult to live up to. And 
if we don’t do it, there is just that much of the funds which lapses. 

Senator A1Ken. In other words, your request for reduced amounts, 
or your indication that you could use reduced amounts, was to main- 
tain approximately the same percentage 4 

Mr. Hotiister. That is right. 

Senator Aiken. As you had in previous years ! 

Mr. Hoututsrer. That is correct. 

I should say, Senator, that we have made a most diligent effort, 
I think you will find, in every case, to live up to the requirements, and 
have gone over them pretty substantial. But we don’t want to have 
a requirement that in order to live up to, we have to do a lot of per- 
haps unwise things merely to use the money. We don’t like to use 
money that way. 

Senator Humpnrey. The bell has sounded. We will be back in 15 
minutes. 

(Recess taken.) 

Senator Humpnrey. Mr. Hollister, we were just discussing with you 
the amounts of funds that were being invested under the program- 
ing operations by ICA, and the amount yet to be agreed to in terms 
of projects. We will ask that you place the analysis of this in some 
detail in the record. 

(For information requested above, see p. 150.) 

Mr. Hottisrer. Senator, I know you are interested in Spain. 

Senator Humpnrey. Yes, indeed. 

Mr. Hotuisrer. This is a typical case of how these agreements work. 
We have, out of $113 million worth of sales proceeds, signed loan 
agreements for $10.5 million. 
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Reforestation and Watershed control $5.1 million; small irrigation 
projects for noncitrus fruit and vegetable production $2.6 million; 
soil conservation $300,000; land consolidation, $1 million. Then we 
have now under negotiation a $103.8 million loan program which is 
pretty well along, which I have here before me. It has been approved 
tentatively but until it is formally signed up, I think it would be un- 
wise to spread it on the record. But this is an indication of how these 
things go forward. 

Senator Humpnrey. Yes. I understand, sir, that you are also in 
negotiation in reference to some emergency sales of wheat; is that 
correct 

Mr. Hotuister. I am not certain of that, Senator. I will check 
up and let you know. 

Senator Humrurey. I think the Department of State informed us 
to the effect that 70,000 tons were 

Mr. Ho.tuister. There is a little left in the bottom of the barrel of 
the first three billion of availability under Public Law 480, and 
whether some of that is going to Spain as a last minute matter, I can 
check up for you. 

Senator Humpurey. I am going to put in the record at this point 
an article that appeared under United Press insignia, Washington 
dateline of May 3. It said: 


A National Planning Association report said Sunday that there is little chance 
that the problem of overproduction by the Nation’s farmers can be solved within 
the next 10 years. 


The association’s agriculture committee made the statement in urging the 
Agriculture Department and land-grant authorities, to concentrate on problems 
associated with farm surpluses. It said present research is devoted to projects 
which tend to increase the surpluses. 


The association is a nonprofit, nonpolitical organization devoted to planning 
and agriculture, business, labor and the professions. 

I also note that the National Planning Association did a fine report 
for us—when I say “for us” for the Senate Committee on Foreign 
Relations—pertaining to Public Law 480 and its relationship to the 
foreign-aid program. And somewhere in the beginning of this testi- 
mony, along with other documents that I filed as of yesterday, I 
should like to have those portions of the NPA report that are perti- 
nent to this discussion included in the record. 

Mr. Hollister, in determining the dollar value of foreign currencies 
as you have noted them here today, and in your reports, are we using 
the purchasing or market value of the foreign currency ? 

Mr. Houuister. Market value. 

Senator Humpnrey. Using market value. So it is the real value. 

Mr. Houutster. World market values—not the value on which they 
were charged on the books of the CCC, the world market values.  ~ 

Senator Humpurey. You are using world market values? 

Mr. Howuistrer. Yes, sir. 

Senator Humpnrey. Take a country, for example, where you have, 
let us say, a billion dollars worth of currency. How would this be 
paid ? 

Mr, Howuisrer. They are paid to the United States at the existing 
dollar value of those currencies. 

Senator Humpnrey. In other words, it is the real value of the 
currencies, the purchasing value of the currencies. 

Mr. Howuister. “Real” is a very difficult thing, as near real as we 
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can get it, Senator. If a country has, for instance, an entirely unreal 
official exchange, we don’t necessarily accept that. 

Senator Humpurey. Let’s take any country for an example. You 
used Spain here as the most recent example, so the name comes 
quickly. What value do you attribute in terms of dollars to Spanish 
currency, to the peseta ? 

Mr. Hotuisrer. On which the sales agreement was made? 

Senator Humeurey. Yes. 

Mr. Hotuister. I would have to check that too, Senator. Of course, 
it might be different from what it is today. 

Senator Humpurey. Mr. Garnett? 
Mr. Garnett. I would call Bart Harvey from the Budget Bureau. 

















STATEMENT OF BARTLETT HARVEY, BUDGET EXAMINER, BUREAU 
OF THE BUDGET 


Mr. Harvey. The general principle is that the sales agreements are 
on a negotiated rate, and generally we attempt to get the principal im- 
port rate used in that country. In the Spanish case, the sales agree- 
ments were using 38.95 pesetas to the dollar. 

Senator Humreurey. What is the exchange rate? 

Mr. Harvey. It is very complicated in Spain. There are negoti- 
ations going on in Spain to change the rate. 

Senator Hv mpHREY. They were quite angry with the order to re- 
value our currencies on the new rate. 

Mr. Harvey. Yes. 

Senator Humpurey. In the Congress recently, and in the past, I 
have heard it said, “Yes, the United States has a billion dollars worth 
of foreign currency. But that foreign currency, that billion dollars 
worth of foreign currency is at a fictitious value on the currency.” In 
other words, that currency won’t buy goods at the rate that we say 
it will. 

Mr. Harvey. Well, on many of these currencies, you will find differ- 
ent rates, a multiple-rate system. You can get currencies for some pur- 
poses at different rates than you can for others. The goods are moved 
into the country generally under the sales agreements at the rate under 
which most imports move into the country. 

Senator Humrnurey. That is interesting. 

Mr. Harvey. And this is a rate which was negotiated by the country 
by the Treasury and the Department of Agriculture, as part of the 
sales agreement. The reports which have been given to you showing 
the balances on hand, those balances are converted back into dollars 
at those same rates. 

Senator Humpnrery. At the negotiated rates? 

Mr. Harvey. Yes. So this reflects the dollar value of the commod- 
ities which entered the country. 

There is one major exception to this, and that is those accounts 
which are in the hands of the Treasury which are available for sale 
to other agencies, for appropriated funds, are reflected by the Treasury 
at the exch: unge at which the Treasury sells those currencies, which in 
some cases is different from the deposit rate. There are a few cases 
where they are radically different, in most cases they are very close 


to the same. 
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Senator Humpurey. In other words, when the Treasury sells these 
local currencies to another agency of Government, they sell them at 
the exchange rate that you would have if you went to a bank; is 
that correct ? 

Mr. Harvey. They sell them in general at the rate which the agency 
would have to pay if it went into the open market. 

Senator Humenrey. That rate might be different than a oes 
rate at the time of sale of the surplus commodity to country X % 

Mr. Harvey. Yes; for example, in Finland, the CCC commodities 
are entering at the rate of 230 to a dollar. That is the rate at which 
the Finns import nearly all their imports. 

It is also the rate at which they export nearly all of their exports. 
So that when we use Finn marks available to us to purchase prefab- 
ricated housing, for example, in Finlanc for the Defense Department, 
it is purchased at the 230 rate, or if we purchase paper to be used by 
the USIA it is at that rate. However, the Finns have a diplomatic 
rate of 325 toa dollar. So the Treasury sells Finn marks to the State 
Department for the payment of salaries of local personnel, for exam- 
ple, at this higher diplomatic rate which would otherwise be available 
to the State Department. 

Senator Humpurey. I understand. I think that this point needs 
to be developed, and I will tell you what I would like to have the 
Bureau of the Budget do. I would like for them to prepare a memo- 
randum on this with as many examples as possible so that we can set 
this record straight. I feel that the answer to distortion and mis- 
information is exact knowledge and truth, and so if we can get that 
in the record we will be much better off. 


Mr. Harvey. We will do our best. 
Senator Humpnrey. I would appreciate it very much. 
(The information is as follows :) 


EXCHANGE RATES FOR PUBLIC LAW 480 SALES AND FOR THE USE OF THE FOREIGN 


Surplus agricultural commodities are normally sold under the Agricultural 
Trade Development and Assistance Act on a basis which provides for the con- 
version of the market value in dollars of the commodities sold to foreign cur- 
rencies at the rate of exchange applicable on the date of payment to the largest 
percentage of the imports (based on annual value) of the foreign country to 
which the sale is made. 

This policy has been adopted because of the fact that many of the countries 
which have been substantial purchasers under the Public Law 480 program main- 
tain a multiple rate system under which many imports, and especially those 
effecting the cost of food and clothing, are brought in at relatively low exchange 
rates under import licensing limitations while their currencies can be relatively 
freely purchased at higher (more depreciated) rates for other transactions. 
Under these circumstances, the commercial import rate is generally considered 
to more nearly reflect the value of the surplus commodities in terms of normal 
commercial transactions than would other rates. 

This principle has been followed, with 1 or 2 exceptions, in all agreements 
subsequent to adoption of this policy in April 1956. 

In selling foreign currencies to using agencies, the Treasury follows the prac- 
tice of making available to the agency the rate which the agency would other- 
wise obtain in purchasing the currency from sources other than the Treasury. 
Because of the multiple exchange situation mentioned above, this sometimes 
results in Treasury sales at a rate different from the exchange rate at which 
sales proceeds under Public Law 480 are deposited. It has also been the practice 
in the past to report the dollar value of currency used for purposes such as 
agricultural market development and the Fulbright exchange program also at 
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their market rate value. The practice of the various agencies has not been con- 
sistent and uniform on this, however, and the whole question of how best to 
eonvert local currency balances, obligations and expenditures into dollar equiva- 
lent terms for reporting purposes is currently under reexamination within the 
administration. 

Mr. Houtister. May I say with respect to the loan agreements, al- 
though there is one exception made which I am glad to say was not 
followed up, in all our loan agreements now we have a dollar value 
preservation arrangement, so that the country may not, by devaluat- 
ing its currency, or because it has retrograded greatly, pay us back 
very much less than the value that was lent. 

Senator Humrnrry. That is very good. In other words, there is a 
sort of “cost-of-living clause,” where you keep the rates adjusted. 

Mr. Hotuister. The rate is adjusted by a formula. 

Senator Humenurey. Does that meet with the approval of the other 
country ¢ 

Mr. Houttsrer. Not if they can get it any other way, but they have 
finally reached the conclusion that we are adamant. We did make 
one exception, and immediately every country that had one of these 
agreements under negotiation wanted to have the same exception, and 
the NAC, which passes on these things, insisted on the principle of 
maintenance of value in the repayment of the loans. 

Senator Humrnurey. Mr. Hollister, one of the purposes underlying 
the use of Public Law 480 funds is education. We discussed this in 
the Foreign Relations Committee under mutual security authoriza- 
tion. For example, subsection I and J of the Mutual Security Act 
provided certain funds to be used for the international education 
exchange program. I have a memorandum here, and a study that 
has been made by the staff committee of the Foreign Relations Com- 
miteee, along with the memorandum and material which the Depart- 
ment of State and ICA presented. I note, for example, that from 
the beginning of the program to April 30 of this year 21.3 million was 
spent for education purposes in Europe, the Middle East, and the Far 
East. This is approximately nine-tenths percent of the total—nine- 
tenths of 1 percent of the total of planned uses of foreign currency un- 
der title I of Public Law 480. This in no way reflects the amount of 
money available under title I which is being used in various sections 
throughout the world. 

Secondly, a little more than $8 million was spent in the last 3 years 
for these purposes in all of the Middle East, and $6,100,000 of this in 
the last 9 months, with more than half of that in Turkey alone. ICA 
in its report states that: 

Negotiations to complete arrangement for these programs are actively under 
way in several countries, and additional programs are in active preparation. 

Do your instructions to embassy people, and to your mission peo- 
ple, emphasize the proper use of these funds and the expeditious use 
of these funds for educational purposes as provided for in the law! 

Mr. Houuisrer. Senator, we have no connection with that program, 
and of course we would not instruct the embassies. I am sure that the 
State Department instructs the embassies on that subject. But you 
see, that is not in the three sections of the act where we program the 
funds, that is something entirely out of our 
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Senator Hlumpnrey. My memory is that Mr. Marcy of the Senate 
Foreign Relations Committee sent a statement supplied by ICA which 
included a table of planned uses of foreign currency under title T. 

Mr. Houtister. Yes, sir, we submitted the table of all the different 
sections ; we have got a table 

Senator Humpurey. But you do not have administrative juris- 
diction. 

Mr. Howutsrer. No, we merely had the figures available, we gave 
them on request to Mr. Marcy, not only that ‘section, but all the other 
nine subdivisions of section 104. 

Senator Humpnrey. I appreciate that. In other words, we will 
have to get this either from USIA or from the State Department, the 
International Exchange Section there. We will do that, and I will 
hold this material for further inquiry. I just make a note there that 
we will want to call these people to discuss it with us. 

One of the purposes for which these funds can be used is education. 
Is it possible to develop technical assistance schools or vocational 
schools in other countries out of the use of the locally generated cur- 
rencies? I refer, for example, to President preemie speech at 
Baylor College in Texas, when he outlined, I would say, a dream of 
the United States assisting other countries in the cottlichisan of tech- 
nical schools and vocation schools. Is this not possible as one of the 
methods and means of using these local currencies ? 

Mr. Horuister. As long as it is in the economic development of a 
country we can cer tainly lend these currencies for that purpose, yes, sir. 

Senator Humpnrey. Well, I got a copy of the President’s speech. 
It has been sort of “forgotten.” “T remember the great headlines that 
appeared. I remember the headline of the Washington Post. The 
headline was terrific. It was about 4 inches high. But nothing has 
ever happened since the headline. And I just wondered whether or 
not any emphasis or any discussion had taken place to encourage pro- 
graming of these funds for the purpose of vocational schools? 

Mr. Houutsrer. I don’t know that there is any particular program 
along these lines, Senator. My remembrance of the Baylor speech— 
and I would have to refresh my memory—and of the meeting that fol- 
lowed it, was that it was largely to develop relationships between in- 
stitutions in this country and institutions abroad, private and public 
institutions, rather than to involve a substantial amount of expenditure 
of American funds in that area. But I might be in error. 

Senator Humpurey. I think it would worth while looking into. 
And one of the purposes of these discussions is to again tickle people’ s 
imagination and arouse their desire to look into constructive uses for 
this program. My interpretation would be twofold, Mr. Hollister. 
First, that we should encourage the cooperation between American 
schools and schools abroad, with the establishment of new or im- 
provement of existing technical and vocational schools, particularly 
in the underdeveloped areas, where there is a great need. Ana, second, 
of course, the aid to existing schools, which is something that we dis- 
cussed in the foreign aid committee. 

Mr. Hotuisrer. And of course you are familiar, I know, with the 
university contracts. 

Senator Humrurey. That is correct. 

Mr. Hotuister. Which, of course, are typical examples of working 
together of our great institutions and those in foreign countries in 
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the technical field. We try to stick to the technical field, so we aren’t 
getting into the jurisdiction of the Department of State, which is 
an exchange-of-persons program in the general, cultural and educa- 
tional field as distinguished from ours. I say we consider our limita- 
tions. 

Senator Humrurey. I think the farmers of America have taken 
the psychological beating because they have been greater producers 
than most other people. This is the first time that I have ever heard 
of any group of people being condemned because they are efficient. 
But our farm people have been beaten over the back and kicked in 
the legs, browbeaten because they know how to produce and have done 
a better job of producing, with less opportunities for production, than 
most anybody else. I think the farmers would like to know that their 
commodities, when sold and converted, were being used for educa- 
tional purposes, because our farm people are rather peaceful people; 
they believe in constructive good. I feel very strongly about this. 

If there are representatives here from the State Department, I 
would like to have them give me some little report as to what has been 
done to augment the President’s suggestion. I don’t think it is a good 
idea to make a big proposal, and all at once to have it die. Still- 
births are not exactly effective in foreign policy. 

Is there anyone here from the State Department ? 

Mr. Tuomas C. M. Rosrnson. Robinson, from the Bureau of Eco- 
nomic Affairs. 

Senator Humpurey. Would you mind taking a good look at this, 
and referring this general request back to the appropriate personnel 
in the Department ? 

Mr. Rosrnson. I should be very happy to. 

Senator Humpnrey. Thank you very much, Mr. Robinson. 

(For information above, see p. 606.) 

Senator Humpnrey. Mr. Hollister, what is your opinion about 
making Public Law 480 soft currencies available to American busi- 
ness interests overseas for exchange in development purposes? I am 
speaking of American concerns overseas or American concerns that 
may want to go overseas for overseas investments. 

Mr. Hotutstrer. Well, our loans today, of course, are to foreign 
countries. And the foreign countries, in turn, lend them to private 
interests, to banks, in addition to using government operations. 

We would, naturally, be very happy to have the loans made to 
American businessmen. There is no limitation—and we put in par- 
ticularly the fact that there should be no discrimination of any kind 
in the use of the funds—which, of course, is for the purpose of seeing 
that locals are not favored over our own people. 

But we are not in a position—at least, we have not felt that it would 
be proper—for us to insist that a certain percentage of the loan 
moneys would necessarily be used for American activities. 

Senator Humpnrey. That, of course, is predicated upon the agree- 
ment between the United States and the country that purchased the 
commodities. This is the so-called purchase agreement loan arrange- 
ment. 

Mr. Horsister. Well, the purchase agreement merely says that 
such a percentage will be in the loan field. 

Senator Humpnrey. For that particular country? 
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Mr. Hoxutsrer. Then we enter into the loan agreement later. 

Senator Humpnrey. Yes. 

But isn’t it possible to take a certain percentage of the total pro- 
ceeds and keep it in your possession and loan it to our own country’s 
private enterprise that want to develop in that particular country? 

Mr. Hoxuister. That would be possible, yes, sir. 

With respect, of course, to the development loan fund, we are ask- 
ing for authority to make direct loans in some cases to private indus- 
try for the purpose of development. And there is no reason that 
the principle couldn’t be carried into this area, as well, assuming the 
country we deal with would approve it. 

Senator Humpnrey. Well, in other words, the country in which 
business would be established would have to be willing to grant, in 
many instances, a license to an entrepreneur. There are all kinds of 
standards. 

Mr. Hoxutsrer. Percentage of stock ownership—there are a lot of 
them. 

Senator Humpnrey. The question I want to raise, and to get your 
answer perfectly clear in my mind, is this: Would you favor making 
available local currencies that have been obtained from the sale of 
American agricultural commodities, making available said local cur- 
rencies on a loan basis to American private companies that may be 
wishing to establish business operations in a country where we have 
sold foreign products? 

Mr. Hoxutsrer. Senator, I would like to think that through. I 
am, on principle, in favor of helping private industry in every one of 
these countries. And, of course, I think the Americans have the best 
know-how and are the best people to invest in foreign countries. They 
are more aggressive in bringing about the proper kind of operations. 
I would, naturally, be in favor of helping that in every way. 

I would want to give some thought to whether or not there should 
be, in new legislation of the Public Law 480-type some statement as to 
the effect that a certain amount of these funds should be held available 
for American interests. 

Senator Humpnrey. Well, I am not sure we need new legislation, 
or whether it could come properly under the interpretation of existing 
legislation. 

For example, we have two titles, I think that might be very in- 
clusive. One is to expand international trade, and the other one is to 
encourage economic development. 

Mr. Hotutstrer. Senator. we don’t need new legislation for that. 
We could today undoubtedly use a certain amount of these funds to 
get the sales for that purpose. There are a lot of problems that come 
into It. 

We get from the country an agreement, as I told you a little while 
ago, that they maintain the value of the currency. Query, whether 
you can get that from an individual borrower. 

Now, if an American manufacturer would want to go into some 
country, and you offered to lend him some of the local currency, if he 
wants to get in there to get some advantage, because if he can get dol- 
lars over here, he can use them over there just as well. He might not 
want to agree to maintain the value, so that when he pays them back 
he would have to pay them back in what we might call the equivalent 
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of dollars. That is one of the problems, because his earnings would 
be in local currency. If local currency depreciated, he would want to 
be able to pay the loan back in as much local currency as he borrowed, 
not more. 

Senator Humrnrey. That is a pretty tight arrangement, I might 
say, because our dollar has lost some of its value here. 

fr. Hotuisrex. I am not giving this as a reason why we shouldn’t 
do it; I am giving one of the difficulties you get into if you adopt that 
policy. 

Senator Humpurey. [ want to inform you there is a great interest 
in this on the part of American business. 

Mr. Houutsrer. I know there is. 

Senator Humrenrey. I broached this thing a month or so ago in 
public print, and we have talked about it privately for several months. 
I have never had such a favorable response in all my life pertaining 
to any proposal as this one. 

First of all, many American companies are compelled to pay very 
high interest rates overseas when they borrow locally. Now, if we 
would give the same American firms an opportunity to borrow from 
our own funds—after all, they belong to the Government of the United 
States—we might be doing two things: Making it possible for them to 
invest, which provides jobs and economic possibilities and opportuni- 
ites in the future for the country in which the investment is made and, 
secondly, it would support our foreign policy of encouraging overseas 
investment. 

Now, the company would be under the rules and regulations of the 
country in which it is located, all rules pertaining to the corporate 
structure, to the taxes, to licenses, to regulations which apply to that 
company. Iam only talking about financing. 

Mr. Houser. Yes. 

You understand, of course, Senator, that today we are as consistent 
as we can be, and 25 percent or more, when the Government is will: 
ing, of the funds we lend will be devoted to relending for private in- 
dustry, that is, of course, available to American interests as well as 
to the German, or whatever it might be, other interests than the local 
interests. 

Now, as to whether we want to keep a certain fund of that out for 
direct lending to American interests raises a lot of problems. 

Senator Humpnnrey. I think it is something that ought to be ex- 
plored. I would hope that at some time 

Mr. Hotuisrer. It means a different kind of machinery, too, in the 
lending agency; that is one of the things we are going to have to watch 
very carefully in the Development Loan Fund, that we don’t get into 
the field of other lending agencies. We want to watch that partic- 
ularly. 

And we think it is probably better generally not only in the De 
velopment Loan Fund, perhaps, but in the area you are now discuss- 
ing, perhaps to work through local lending agencies in these countries 
that we support. We have done that in a number of cases, we have 
put funds in, the local government has put some funds in, and private 
funds also in development banks, which, in turn, make loans for in- 
dustrial development by private industry. 
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That is probably the way by which we can.stimulate this growth, 
better than by setting up a machinery of our own where we make di- 
rect loans to private companies. 

Senator Humpurey. Now, we are going to have, when this Mutual 
Security Act is adopted, an advisory board on the Development Loan 
Fund cutting across many agencies of government. And as you may 
recall, we included the Department of Agriculture as one of the of- 
ficial agencies to be included in that Advisory Board. 

It appears to me that this suggestion would be worthy of the con- 
sideration of that Advisory Board, because it is, as you said, a loan 

olicy. You are entering a field of lending which requires some very 
vifferent standards and very careful consideration. I hope we will 
look into the proposal. I will have something to say about it. 

Mr. Houutster. Yes, sir. 

Senator Humpurey. Here are a couple of questions which may be 
related to other agencies which will appear here shortly. Are there 
any reports from representatives involved under Public Law 480— 
you have mentioned some this morning—which will indicate how our 
food aid under section 416 of title III 

Mr. Houuisrer. That is the voluntary agencies. 

Senator Humpnrey. How our food aid under section 416 of title 
III affects the recipient people, community or country, in their atti- 
tude toward self-reliance, initiative,and dependence? In other words, 
have your people who are stationed in these many countries around 
the world where we have voluntary agency assistance or, in fact, 
where we have even title I sales, have your people reported back any 
comments concerning the effect of these programs upon community 
self-reliance, individual initiative, and the general tone of the country ? 

Mr. Hoxuistrr. I don’t know, Senator, if we have had any particu- 
lar reports. I don’t think we have ever asked for them. We have as- 
sumed that what we were doing helps in every way. We only ap- 
proved these programs because we thought they would be helpful. 
And, obviously, I think the countries where the programs started off 
appreciated them very much. They are very anxious to have them con- 
tinued. But I don’t know that we have any particular report on it. 

Senator Humpurey. Mr. Garnett. 





STATEMENT OF GWYNN GARNETT, ADMINISTRATOR, FOREIGN 
AGRICULTURAL SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE—Resumed 


Mr. Garnerr. The Department of Agriculture recently sent a man 
to many important countries to examine the whole relief distribution. 
I believe he is here, and I believe he could answer that question and 
throw some light on it. 

Mr. Howard Davis. 

Senator Humpnrey. Mr. Howard Davis would you mind coming 
up here? 
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STATEMENT OF HOWARD P. DAVIS, DEPUTY DIRECTOR, FOOD 
DISTRIBUTION DIVISION, AGRICULTURAL MARKETING SERV- 
ICE, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Davis. Yes. 

Mr. Garnett. I might say that Mr. Davis has just returned from a 
long trip to many of the countries in the Far East. 

Senator Humpnrey. Mr. Davis. 

Mr. Davis. Yes, I did, Senator. I don’t have any specific or statis- 
tical report that Ican give. But I would say this, that one of my most 
vivid observations on this trip to the Far East was that the activities 
of the voluntary agencies with title III food have done a remarkable 
job to stimulate these countries, the governments of these countries, 
as well as various voluntary agencies within these countries, to take a 
very concrete interest in their own needy people, to awaken in them 
the realization that they had some responsibility there, that there was 
a problem, that it was something that they should do something about 
themselves, than anything else. 

It is my understanding that this is not necessarily a traditional feel- 
ing in many of these countries. They have been reported many times 
to have a social-security system based upon the family and not on the 
general public, and I think in country after country—in Pakistan, 
where we found the All Pakistan Women’s Association being very 
much concerned with the help of needy persons—you found the same 
thing in India with the Indian Red Cross—and I think it was very 
apparent in Formosa, and many of these countries. 

And I think that that in itself, when you speak of self-help and en- 
couraging the people to help themselv es, is rather significant. 

The commodities are being used more extensively “all the time, I 
believe, in various community- development projects. I visited one 
of these right outside Delhi in India, where the agencies, Government 
agencies, many people were concerned with community ‘dev elopment. 
The commodities were used as sort of a supplement to help backstop 
that. 

In Japan, Hokkaido, you might be familiar with some of the devel- 
opment work that is being done there. The commodities were defi- 
nitely used during a bad period to keep the development work from 
losing 10 years. It kept it from 

Senator Humpnrey. Are you speaking now of the commodities 
that were sold or the voluntary commodities ? 

Mr. Davis. No, sir; the voluntary agency commodities, and I think 
perhaps the commodities that were sold also had an important bear- 
ing. But my particular interest was in the donations. 

Senator Humpurey. So what you are saying is, in response to my 
question, that your observations, ‘thus far at least, indicate that these 
voluntary activities and the use of these foods by voluntary agencies 
has implemented self-reliance and self-help / 

Mr. Davis. Yes. 

Senator Humpurey. This phenomenon of a voluntary group, you 
know, is pretty much American. Americans I don’t think quite 
realize that these great philanthropic and charitable organizations 
so characteristic of our community life and our national life are more 
or less indigenous to the United States. 
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In other countries, as you say, the welfare unit is either the family 
or the government, I mean a huge government program aJl the way 
to the exclusion of voluntary groups. And if there is nothing else 
that we have done in the past few years except explore the idea of 

eople getting together on a voluntary basis to help themselves, we 
oies made a distinct contribution to society. 

Mr. Davis. I think very definitely that the Japanese press ran a 
typically Washington newspaper campaign to collect money for dona- 
tions in this Hokkaido program, for example, and various examples 
of that in each one of the countries. 

Senator Humpurey. While you are here, I am going to ask Mr. 
Hollister one more question, and you may want to make an observation 
on it, too. 

What do you think, Mr. Hollister, of expanding the use of funds 
under title 1 to permit these voluntary agencies to carry on rehabili- 
tation and self-help projects where feeding programs are now being 
carried on, so that when the programs are reduced or cut off, people 
will not be left helpless ? 


This would require, I think, some implementation of existing legis- 
lation. 

Mr. Hottister. You mean by that, Senator, that over and above 
the commodities, certain funds go in as well, dollar funds go in? 

Senator Humpurey. Yes; that is correct. In other words, this 
might be a place where you would loan these voluntary agencies or 
grant some of the local currencies to these voluntary groups to do this 
thing over and above just feeding. 

Mr. Hotrister. Well, that raises a very interesting question, with 
which we are faced all the time, Senator: To what extent does the 
mutual security program get into the welfare field. We are called 
on every day—every so often by different countries—there is an earth- 
quake here, a drought somewhere else, and a tidal wave somewhere 
else—and there is an immediate demand that help should be given. 

I have generally taken the position that I should not devote the 
mutual security fund for that purpose; they are for the purpose of 
economic development. And we have not been told by the Congress 
to become a kind of international Red Cross, as wonderful as the 
work of that organization is. If you once start helping in everything 
of that kind, there is an almost unlimited demand, and you have a 
problem of deciding what is a major disaster, and what is a medium 
one, and what is a minor one, 

And the old maxim of the squeaking wheel gets the most grease 
applies. Sometimes the country that calls the loudest for help, ‘under 
those circumstances, may get it first, or perhaps the country that has 
the most aggressive ambassador may get more help than another 
country gets. I think it is something that I would not want to pass 
on unless the C ongress decided that that was the policy of the United 
States. But I do think it is beyond the present policy of the Mutual 
Security Act, except insofar as my organization is given authority to 
ride herd, you might say, on the ‘voluntary agencies under Title IIT 
of Public Law 480. 

Senator Humpnrey. The famine relief and other assistance under 
title LI of Public Law 480, and the President has the 

Mr. Hotuister. That has been delegated to my agency too, but 
there again it involves a great national famine or emergency where 
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some food is needed. That is something different from what we have 
been talking about, which is the general use of dollar funds in a general 
rehabilitation program. 

Senator Humeurey. What I am talking about, specifically, is that 
under title III we have that section 416 where it says, “in order to 
prevent waste of commodities required for price supporting opera- 
tion,” and then it goes on, “to donate any food commodities in excess 
of anticipated disposition to above nonprofit voluntary agencies.’ 

Mr. Houuister. May I give you the figures on that, Senator / 

Senator Humpnurey. Yes. 

Mr. Hoxuisrer. In fiscal year 1956, there was $302.5 million worth 
of surplus agricultural commodities at CCC costs put into this pro- 
gram, with ocean transportation of $12,500,000 which came out of 
mutual security funds. In July through March of fiscal year 1957 
there was $182.9 million worth of these commodities released to the 
voluntary agencies with $17 million of ocean transportation, which 
under a change in the law is now paid from CCC funds and not paid 
by the mutual security funds any longer, thus making a total, count- 
ing ocean transportation costs, of over $500 million w worth which has 
gone into this program. And before this year is over, theer will 
probably be somewhere around—that is, since M: echsthuige will prob- 
ably be estimated close to another $95 million in this area. So itisa 
pretty substantial program. 

And there is danger, Senator, if we carry it too far; perhaps we are 
getting beyond the place where a charitable organization should be 
working and getting into a more real general support of the economy 
of the country. 

Senator Humenrey. One of the observations that worried me and 
impressed me was that in country after country I visited, where these 
food programs are under way, where they are doing an amazingly 
good job, and where the good will, whatever good will there is toward 
America, is due to these activities, that if you cut these countries off 
without developing a kind of self-help program to take up the slack, 
you could leave a real blow—you could deliver a real blow to these 
people. Therefore, my question, Mr. Hollister, was as to whether it 
might not be advisable to take a certain percentage or amount of the 
local currencies that are generated under the sale of commodities in 
these respective countries ‘and permit voluntary agencies to use them, 
not to feed more people, not to extend the daily charity to more 
people, but to possibly retrain and educate persons, or to construct 
modest facilities that might be helpful once the program is limited 
or cut off. 

Mr. Hotiistrer. Senator, you are getting into a pretty broad field 
that I am hardly qualified to discuss. There is always a problem 
when you start to subsidize voluntary agencies with Government 
funds. Giving them surplus food, w hich they can use is a little differ- 
ent. When you once start to give funds so that the voluntar y agencies 
can build up an or ganization ‘that is supported by Government “funds, 
you raise some interesting social problems, which I am not fully 
qualified to pass on, except to indicate that this problem is there. 

Senator Humpnrry. Well, I agree with you on that, Mr. Hollister, 
you raise some very serious problems. And I think we have to face 
up to that fact. 
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Mr. Davis, do you have any comment that you would like to make 
on these questions ? 

Mr. Davis. I might say that from very limited observation in just 
these 9 or 10 Far Kastern countries, that in many places they were 
already doing work there through their own resources in this com- 
munity development and self- help field. I think CARE has been 
doing a rather outstanding job with their various kits of tools and 
materials and plows and one thing or another. And we have been 
stressing with the agencies in recent months the desirability of using 
the commodities more as a supplement to other programs, to their 
other programs, and to other governmental programs, rather than 
on a straight-across-the- board- public-welfare trying-to-feed-all- 
needy- — ‘sort of thing, with among other things the very point 
you raised, that is, of strengthening a program that will go on after 
the commodities perhaps are no longer available. 

So they are moving in that direction and are doing a certain part 
of that work. 

Senator Humpurey. I read earlier—maybe you weren't here at the 
time, Mr. Davis, or you, Mr. Garnett—the statement of Mr. Benson 
out at Chicago, in which he said that we would have to learn to live 
with our abundance and to use our abundance. That is, of course, 
very encouraging to me because for years this country has been ad- 
dicted to trying to conceive methods and means of scarcity, which I 
consider to be not only bad administration but very immoral. I am 
not going to pass too many moralistic judgments, but there is an im- 
moral act if there ever was one, particularly, when there are people 
that need the food. 

Don’t you feel, therefore, that if we are going to learn how to live 
with our abundance, that these voluntary food programs may very 
well be with us for quite some time ¢ 

Mr. Davis. That is entirely possible. I think there is a very serious 
point to remember as far as these programs are concerned, however. 
I think we have felt that there are certain limitations on the size and 
scope of that sort of activity. The administrative ability or adminis- 
trative machinery that the agencies can command is one thing. Also, 
the proposition that as you get these programs larger and larger, you 
could tend to lose a little bit of this person-to-person, people-to-people 
aspect. So that on a supplementary basis, hooking the surplus foods, 
the donations to other ongoing programs, other continuing programs, 
it is probably sounder than perhaps just continually expanding, 2 as you 
see millions of needy persons, and perhaps when you get into that 
realm it could very well be better perhaps for a government to govern- 
ment aid program rather than a voluntary operation. 

Senator Humpnrey. Mr. Hollister, a final question. Has the ICA 
considered a reappraisal of the 50-50 ocean-freight philosophy to de- 
termine whether experience justifies the dollars saved, whether the 
saving justifies the loss in achievement of the objectives of section 416? 

Mr. Hotiisrer. Well, that is a pretty hard question, Senator. 

Senator Humenrry. It sure is. 

Mr. Hotuistrer. We find we can live with it. It makes it pretty hard 
sometimes. Of course, we have waiver rights, and the shortage in 
shipping the way it is today, it isn’t really a great problem. It does 
et to be a great problem when there is not a big demand for shipping 
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and there is a fight for business—are you referring to the payment by 
the country of 50 percent ? 

Senator HumpuHrey Yes. 

Mr. Houwister. Senator, that is a different problem, I thought you 
were talking about the general principle of 50-50 shipping which is 
applicable to all our operations. 

Senator Humpnrey. Both. 

Mr. Hotuisrer. But if you are talking about the problem of making 
the country pay half the cost of the transportation, that is a different 
problem entirely. That is selective, in some countries where we think 
they can afford it we ask them to do it, in some countries we don’t. 

Senator Humpurey. So you exercise administrative discretion on 
that ? 

Mr. Hoiister. Yes. 

Senator Humrnrey. Mr. Hollister, you have been very helpful to us 
today, and as I said earlier in these hearings, we may want to call cer- 
tain ‘people back from your agency to discuss this with us. Now, I 
should like to have the items idic ated during the discussion today for 
the rec ecord, as much as you can give us in terms of your instructions to 
Overseas personnel relating to Public Law 480, what you can give us 
in terms of country-to- countr y programing and projects under Public 
Law 480 funds, and as we go along, the most up-to-date record that 
you have in terms of currencies presently paid into the United States 
Treasury, currency that will be forthcoming to the United States 
Treasury, and a planned and programed use of those currencies. We 
need your cooperation, because of your great jurisdiction in this matter. 
You have, I think, a little more jur isdiction than you have authority. 

Mr. Houutster. It often happens. 

Senator Humpnrey. Well, 1 want to thank you very much, Mr. Hol- 
lister. You again have been very helpful and patient with us. 

Mr. Houtister. Thank you. 

Senator Humpurey. Is Mr. Gordon Gray here ? 

Mr. Gray. Here. 

Senator Humpurey. Mr. Gray, you have exemplified patience, we 
will reward you by letting you be brief. 














STATEMENT OF GORDON GRAY, DIRECTOR, OFFICE OF DEFENSE 
MOBILIZATION 


Mr. Gray. I havea short statement. 

Senator Humpurey. I think I am going to let you read the statement. 

Mr. Gray, I should say before you go into the statement that we are 
not going to go extensively today into the barter situation. I have a 
few questions toask. I wanted to get this preliminary ctatement into 
the record, because at the latter part of these hearings we are coming 
back to barter with some special emphasis upon it. But it kind of 
runs through the whole law, and I thought we ought to get an earlier 
statement on it. 

Mr. Gray. Shall I proceed ? 

Senator Humpnrey. Please, sir. 

Mr. Gray. Mr. Chairman, I appreciate the opportunity to appear 
before this committee to present a brief statement on the role of the 
Office of Defense Mobilization in the barter program and to attempt 
to answer any questions that the committee may wish to ask. 
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The use of barter of surplus agricultural~ commodities to obtain 
strategic and critical materials was started under the Agricultural Act 
of 1949. Under the provisions of that act, the Department of Agricul- 
ture could acquire strategic and critical materials by barter for its own 
account or for resale to the General Services Administration for the 
strategic and critical materials stockpile established under the Stock 
Piling Act (Public Law 520, 79th Cong.). The General Services 
Administration has procured materials by such means wherever feasi- 
ble unless preference to domestic purchases is necessary. 

Authority for barter or exchange of agricultural surpluses for stra- 
tegic and critical materials was ‘restated in the Agricultural Trade 
Development and Assistance Act of 1954. 

That act provided two channels for procurement of strategic and 
critical materials. The first channel was through the use of foreign 
currencies generated by the disposal of agricultural surpluses. Such 
materials are required to go into a supplemental stockpile which is dis- 
tinct from the strategic and critical materials stockpile established 
under the Stock Piling Act passed in 1946. 

The Office of Defense Mobilization was delegated responsibility 
by Executive Order 10560, issued September 9, 1954, to determine 
from time to time the materials to be acquired under the act for the 
new supplemental stockpile. 

The second channel of procurement was at the discretion of the 
Secretary of Agriculture. He could enter into barter or exchange 
of agricultural commodities for strategic materials entailing less 
risk of loss through deterioration or substantis ally less storage char ges 
whenever he had reason to believe that this would help to protect 
the funds and assets of the Commodity Credit Corporation. Agencies 
of the Government were directed to cooperate with the Secretary by 
acquiring such materials to the extent available in fulfillment of their 
requirements. 

It is my understanding that the Department of Agriculture uses 
the stockpile listings that ODM issues as a guide for its barter oper- 
ations under this second channel of procurement. 

The Agricultural Act of 1956 provided that strategic and other 
materials acquired by the Commodity Credit Cooperation as a result 
of barter or exchange of agricultural commodities, unless acquired 
for the strategie and critical materials stockpile or for other pur- 
poses, should be transferred to the supplemental stockpile established 
under the 1954 act. Thus materials acquired by barter can go into 
that stockpile rather than be held by the Commodity Credit Cor pora- 
tion. 

Let me reiterate that ODM has responsibility by Executive order 
for indicating from time to time the materials acquired for the sup- 
plemental stockpile through the use of foreign currencies generated 
by the sale of agricultural commodities pursuant to title “T of the 
1954 act (Public Law 480, 83d Cong.). This office has limited 
its listings for that additional stockpile to materials that are strategic 
and critical and that are of suitable quality to meet defense require- 
ments in the event that the materials are needed for such purpose. 

In carrying out our responsibilities under the Strategic and Critical 
Materials Stock Piling Act and FE: xecutive Order 10560, the ODM 
obtains the advice of Government agencies concerned. Policy recom- 
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mendations and guidance are obtained from the Council on Foreign 
Economic Policy. The Interdepartmental Materials Advisory Com- 
mittee, consisting of representatives of the Departments of State, De- 
fense, Commerce, Agriculture, and the Interior, the Internationa] Co- 
operation Administration, and the General Services Administration, 
is consulted. Among the points taken into account in determining 
which materials shal] be placed on the list are the following: 

(a) Coordination of all government acquisitions to avoid competi- 
tion between Government agencies for the same materials. 

(6) Avoidance of undue hardship to the civilian economy or dis- 
ruption of defense programs because of large purchases or deliveries 
spread over too short a period. 

(ce) Assurance that the materials will be suitable for long-term 
storage without deterioration and will be of a quality adequate to 
assure usefulness if and when they are released from the stockpile. 

(d) Acquisition of ore or metal, in the highest grade and most us- 
able form in order to avoid either costly upgrading or obsolescence. 

(e) Avoidance of expansion of foreign supplies and production 
capacity which might undercut the domestic mobilization base needed 
for national security. 

(f) Avoidance of acquisition of materials in volumes beyond any 
conceivable level of need. 

That concludes my prepared statement. 

Senator Humpurey. Thank you, Mr. Gray. And I will ask you 
just a few questions relating to your testimony. 

You have just listed the standards that the ODM utilizes on which 
to base its listing of strategic materials. How often do you review 
the commodities on the list of materials, and the size of your objective, 
that is, the stockpile objective ? 

Mr. Gray. I am not sure I understand the question, Mr. Chairman. 
Are you asking me how often are the critical and strategic stockpile 
objectives reviewed, or are you asking me 

Senator Humenrey. Both. How often do you review the standards 
that you have set down here? You have said, “Among the points 
taken into account in determining which materials shall be placed on 
the list are the following”—and it runs (a) through (f). 

Mr. Gray. Yes. 

Senator Humeurey. Now, those are standards which guide your 
acquisition of materials. My point is, No. 1, how often do you review 
those; secondly, how often do you review the listing of the commod- 
ities? You may have a strategic material today and not one to- 
morrow. 

Mr. Gray. Well, may I say, Mr. Chairman, I believe that with 
respect to the objectives in the strategic stockpile, most of them are 
reviewed every 6 months. With respect to the points which I have 
listed here, I don’t believe there is any periodic review of these points. 
These have been existing principles which have guided these determi- 
nations, I imagine, over quite a period of time. I am not sure when 
these were arrived at. 

With respect to the guidance we give the Department of Agricul- 
ture in connection with procurement for the supplemental stockpile 
with foreign currency generated by disposal of surpluses, on that I 
will have to ask a member of my staff. Mr. Fritz. 

Mr. Fritz. how often is that list reviewed ? 

Senator Humrrrery. Will you please state your name and title? 
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STATEMENT OF WILBERT G. FRITZ, CHIEF, STOCKPILE MANAGE- 
MENT BRANCH, OFFICE OF DEFENSE MOBILIZATION 


Mr. Fritz. Wilbert G. Fritz, Chief, Stockpile Management Branch. 
Mr. Chairman, there are two overall reviews during the course of 


the fiscal year of the directive, and there are other reviews during the 
year as needed. 


Senator Humpnurey. Of the directive ? 

Mr. Frirz. That is correct. 

Mr. Gray. He is referring to the matter I referred to last. 

Senator Humrnrey. Before he gets into that, Mr. Gray, if I may 
again, do you review the commodities on the list as to whether or not 
they are considered still to be strategic ? 

Mr. Frrrz. The stockpile objectives are reviewed continually, de- 
pending upon the situation. Whenever there is a change in the re- 
quirements or change in the supplies which necessitates a review of 
the commodity, we undertake that. 

Senator Humrurey. I see. Now, in reference to the point that 
Mr. Gray was just discussing, I had a question on that, and I might 
sort of rephrase it. Has the ODM at any time sought to encourage 
the Secretary of Agriculture to carry out t the intent of Congress where 
title I1I programs are concerned? In other words, as you noted in 
your statement, Mr. Gray, the act provides two channels for the pro- 
curement of strategic and critical materials. The first channel was 
through the use of foreign currencies generated by the disposal of agri- 
cultural surpluses. 

Such material is required to go into a supplemental stockpile. 
Now, has the ODM ever called up the Secretary of Agriculture and 
said, “Mr. Secretary, what are you doing about this directive?” This 
is not by way of suggestion—because if. you will read the language of 
the law, it is quite pointed; just about as pointed as a lance. 

Mr. Gray. Are you on title I or III, Mr. Chairman? 

Senator Humpnrey. Title IIT: 

To barter or exchange such commodities for strategic or other material as 
authorized by law. 

It says the Commodity Credit is authorized on “such materials and 
under such regulations as the Secretary may deem in the public in- 
terest,” and one of those is to “barter or exchange such commodities 
for strategic or other materials as authorized by law.” 

There is also a reference in title I, as I recall—title I is more direct. 

Mr. Charles H. Kenpaut (General Counsel). Section 303 has some 
more, 

Senator Humpnrey. Here it is: 

To contract or to contract to purchase strategic materials under the applicable 
terms of the Strategic and Critical Stockpile Act for a supplemental United 
States stockpile or such material as the President may determine from time to 
time under contracts including advance payment contracts for supply extending 
over periods up to 10 years. All strategic and critical materials acquired under 
authority of this title shall be placed in the above-named supplemental stockpile, 
and may be additional to the amounts acquired under the authority of the Stra- 
tegie and Critical Materials Act. Materials so acquired shall be released from 
the supplemental stockpile only under provisions of section 3 of the Strategic 
und Critical Materials Stockpile Act. 

Well, there is quite a little reference in here to bartering and to ac- 
quiring. 
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Mr. Gray. May I make a comment ? 

Senator Humpurey. Yes, sir. 

Mr. Gray. The last you read was title I? 

Senator Humpnurey. Yes. 

Mr. Gray. Which involves a procurement with foreign currencies 
generated under the surplus disposal program. 

Senator Humpnrey. Exactly. 

Mr. Gray. With respect to that, the law directly states that the 
President may determine from time to time the materials to be ac- 
quired under that title. And, as I have indicated in my statement, 
the President delegated that authority to the Director of ODM. 
When you come to ‘title III, which is what I perhaps loosely might 

call the outright barter provisions of this act, you will observe that 
the determination by a President is not ¢ alled for, Mr. Chairman. 
And there is no authority delegated to me to direct barter under title 
III, which is for the supplemental stockpile, as distinguished from 
acquisitions for the strategic and critical. 

Senator Humpnrry. What about enc ouraging the Secretary of 
Agriculture to carry out the intent of Congress where title ILL pro- 
grams are concerned? Have you ever enc ouraged him since you have 
been in charge of the stockpile program ?¢ 

Mr. Gray. I will say to you very frankly, Mr. Chairman, since I 
have been in this office I have not asked the Secretary of Agriculture 
to do anything under this title; no, sir. 

Senator Humenurey. Now, title III provides that the strategic and 
other materials can be taken in order to improve CCC assets by sub- 
stituting nonperishable goods for perishable goods—in other words, 
substituting these materials for perishable agricultural commodities— 
has any such transaction been made except from the list of strategic 
and critical materials ? 

Mr. Gray. I don’t believe—I am sure I can’t answer that question, 
Senator. 

Senator Humpurey. Mr. Garnett ? 

Mr. Garnetr. Tom Rawlings is here from the Stockpile Division. 

Senator Humpnrey. We are just opening this up for some dis- 
cussion. 


STATEMENT OF THOMAS R. RAWLINGS, DIRECTOR, BARTER AND 
STOCKPILING DIVISION, COMMODITY STABILIZATION SERVICE, 
UNITED STATES DEPARTMENT OF AGRICULTURE—Resumed 


Mr. Rawttrnes. In addition to barter transactions calling for de- 
livery of materials on the strategic and critical materials stockpile 
lists, we have bartered for various kinds of materials needed by other 
Government agencies. Materials acquired through barter ‘by the 
Commodities Credit Corporation for its own account are destined 
either for the strategic or supplemental stockpiles or for some other 
Government agency. 

Senator Humrpnrey. I am going to ask you this, and I am not going 
to bear down on it much, but why? After all, we want to prevent 
spoiling, and it says also that you are supposed to try to improve the 
assets of the Commodity Credit Corporation or protect it. 
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Now, it doesn’t demand that you buy just those things that some- 
body tells you, does it? 

Mr. Rawtrneos. As I understand it, the position of the Department 
of Agriculture is that we are not experts in the field of metals, min- 
erals, and strategic materials generally. Certain other Government 
agencies, such as s the Office of Defense Mobilization and the General 
Services Administration, are expert in these fields. This being the 
case, it seemed to us a needless duplication to establish within the 
Department an organization to make decisions about the advisability 
of barter procurement of the strategic type of materials when other 
existing Government agencies were qualified to do this. Our consul- 
tations with other Government agencies led us to the conclusion that 
we should confine barter to the lists of strategic and critical mate- 
rials, except in those cases where other Government agencies requested 
us to procure specific materials to meet their present or future pro- 
gram needs. This policy was approved by the Council on Foreign 
Economic Policy. 

By following the strategic and critical materials lists we can feel 
assured that we are not interfering with the domestic mobilization base 
or with programs being carried out by other Government agencies and 
that we are not conflicting with the domestic buying programs being 

carried out by GSA on behalf of ODM. All of these matters and 
possible conflicts are considered by the Interdepartmental Materials 
Advisory Committee which prepares the strategic and critical ma- 
terials stockpile lists which we use for barter. 

Senator Humpnrey. Have you ever informed this committee that 
the Department of Agriculture is under a firm directive from the 
Congress of the U nited States to dispose of these surpluses ? 

Do you remember the act last year? The Agricultural Act? The 
Department said, “Gentlemen, just give us 1 year to get those surpluses 
out of here.” Isn’t that right? 

As I recall, we had quite a lot to do around here for days and weeks. 

Mr. Rawtrnos. I am not familiar with that, sir. I wasn’t here. 

Senator Humpnurey. I was, day and night. And I just think I will 
alert you to the possibility that there may be some interrogation as to 
why this Department hasn’t done a little bit more about exchanging 
the corn that supposedly was spoiling for some type of mineral that 
you could store as long as King Solomon’s temple lasted. 

Here is this act of last year: 

The Commodity Credit Corporation, as rapidly as possible consistent with its 
existing authority— 
and I was reading the authority, there is a lot of authority there— 


in the operation of the price-support program in orderly liquidation shall dispose 
of:all stock. of agricultural commodities held by it. The Secretary shall submit 
to Congress within 90 days after the enactment of this act detailed programs with 
recommendations for any additional legislation needed to carry out such programs 
for the disposition of such surplus commodities as required by subsection (a) 
above. 

Mr. Rawuinos. I can say, sir, from the standpoint 

Senator Humpnrry. Did the Secret ary make recommendations? 
I know he is against the food plan. 

I don’t want to go into this now—I don’t want to take your time— 
but I want to know why the Department of Agriculture decided it 
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has got to listen entirely to the ODM on the supplemental stock- 
pile. 

Mr. Rawuines. I can only say that the policy of the Department 
as far as I know it is, we try. to conduct a barter program in such 
a& manner as not to interfere with other Government programs and so 
as to protect the funds and assets of the corporation and not displace 
dollar sales in carrying out the barter program. 

Senator Humprurey. I think the latter one is very valid, and so 
is the other one. We don’t want to displace dollar sales. But let’s 
face it, this Senator and all the rest of my colleagues I know are a 
little tired of hearing that the stuff is spoiling in the warehouse, 
When we had that butter around here, you would have thought the 
world was coming to an end. They had a picture and headlines in 
every newspaper in the United States—“Butter Spoiling.” There 
was authority to buy lead and it doesn’t spoil. And as a Senator from 
the State where they produce a lot of butter, I resented this business 
of being told that = butter was spoiling. So I am for exchanging 
it. In other words, I am for getting the monkey off the back of these 
farm people that have constantly to take the abuse for the losses in the 
farm program. You can store lead or zinc—it deteriorates and oxi- 
dizes a little, but with proper care the oxidation won’t be as much as 
the loss on corn and butter. 

Mr. Raw ities. As far as butter goes, sir, I don’t recall any firm 
proposal made to use to exchange butter at the export price furnished 
us and that would be free from some of the foreign policy considera- 
tions which might be involved. 

Senator Humrurey. I know that is true and I am not going to 
yress the point any more. You have just let the monkey out of the 
_ again when you mentioned there might be foreign questions in- 
volved. I am concerned about foreign policy and domestic policy. 
And the point that I think we must get clear here is that the Depart- 
ment of State has something to say about our foreign relations. But 
if we are going to sacrifice all of these things because of foreign policy 
then let it be checked up to foreign policy and not up to the price- 
support program. That is what the Senators were talking about this 
morning, and that is what this committee was cone erned about. I 
am on the Foreign Relation Committee, and I notice every time some- 
body is going to take a whipping it happens to be this group and this 
committee. ap oreign policy is something that we all have got to pay 
for.”. Weare all brought up to believe that, just like we are brought up 
to believe in Santa Claus. But when it gets around to whether a 
food policy is something that everybody ought to be interested In, 
they say, “Oh, no, that is just to subsidize the farmer.” 

I thought I ought to tell you when they come to this barter pro- 
gram, I want to know why we have had restrictions placed upon the 
program which has limited the Secretary of Agriculture, or which 
has limited the barter operations. As I understand it, under this pro- 
gram, the Secret: ry can take, first, under title I, foreign currencies 
and use those foreign currencies generated from the sale of commodi- 
ties to buy strategic materials in other lands. Right? 

Mr. Rawttnos. As I understand the Executive order, sir-— 

Senator Humpnrer. On the law, not on the Executive order. I 
want to know what the law says. 
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Mr. Rawuin6s. The law says it can purchase it. 

Senator Humpnrey. And I think it even goes farther—I will take 
a look here. I think it says “shall”—maybe you are right, maybe it is 
just a “can.’ 

Mr. Rawiines. And of course the agreements which were worked 
out between the countries have a provision where they can buy strategic 
materials, but that is out of my field, I am not too competent to speak 
on title I. 

Senator Humpnrey. You are right, they “may” use the authority 
to purchase or contract to pure hase s strategic materials. The authority 
is optional under title I, but under title III, it is “shall.” That is the 
material to improve the stocks and assets of the Commodity Credit 
Corporation. I think, since the feelings have been somewhat evident 
here for a long time—this isn’t anything new—that somewhere along 
the line the picture must get into proper focus. We just passed an 
appropriation bill yesterday, last night at 10 o’clock, for the Depart- 
ment of Agriculture. Now the letters will start coming into my office, 

suying, “Now look how much money we spent on agr iculture.” Last 
night “when we started to tally up, there was almost 2 billion out of that 
entire Agriculture appropriation that went to foreign-policy commit- 
ments or loan funds. 

There are some of us that feel that we might not have had this con- 
stant albatross of so-called waste hung around our neck if the matter 
were put in proper perspective. How much have you heard about 
waste, Mr. Gray, in the Commodity Credit Corporation operations, of 
our foreign products? Waste storage has been a constant topic. 
There have been Reader’s Digest article reprints, in airlines and rail- 
road stations, all talking about the waste of agricultural surpluses. 
Have you ever heard about that ? 

Mr. Gray. I have heard it said that there was waste; yes. 

Senator Humpnurey. That is a very moderate statement. Have you 
ever heard about the waste of the stockpile? Have you read any big 
articles, any lead articles, any propaganda articles about the waste of 
the ODM stockpile ? 

Mr. Gray. I don’t believe I have, sir. 

Senator Humpnrey. That is why I would like to get this stuff into 
the stockpile. You have got a much more publicly acceptable institu- 
tion, it seems to me. What are the investments in the stockpile, Mr. 
Gray? How much is the total Government investment in the stock- 
pile? 

Mr. Gray. Something over $6 billion. 

Senator Humpnrey. Now isn’t that interesting? You have a $6 
billion investment, and you just don’t catch any heat at all. And the 
Commodity Credit C orporation has got a $8 billion authorization in 
which there is $2 billion which is outstanding in foreign currencies, 
making the amount less than $6 billion, and they are just catching the 
blazes all the time. 

I have a question here in reference to industry that I want to ask 
you, Mr. Gray. To what degree has the Office of Defense Mobilization 
been affected by certain segments of your stockpile industry which 
object to competition for ores and materials in the world market ? 


Mr. Gray. I really am not sure I understand the question, Mr. Chair- 
man. 
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Senator Humpnrey. Well, I will not refine it quite so much. Does 
the Office of Defense Mobilization get complaints from private indus- 
try in the United States relating to acquisition of strategic materials 
in foreign markets? Do the local mining interests, in ‘other words, 
say, “Why are you buying lead some place else when you can get it 
here” ? 

Mr. Gray. Well, actually, taking lead as an example, we are procur- 
ing limited amounts of lead against a long-term objective in the stock- 
pile. I think that this is a practice which probably the domestic in- 
dustry encourages and I would say, I can’t speak so much about com- 
plaints over the years because I have been in this business a relatively 
short time. But if I understand the question, I don’t think there is 
too much of a problem in that connection. 

Senator Humpnrey. Maybe I had better read the question again. 
I don’t think it is a very difficult question. To what degree has the 
Office of Defense Mobilization been affected by or influenced by cer- 
tain segments of our industry which object to competition for ores 
and material i in the world market? In other words, does local industry, 
American industry, come to you and say, “Limit your acquisition pro- 
gram of strategic materials, because it has an adverse effect on our 
domestic market”? It is a kind of an accumulation of surplus, you 
see, and thereby may have a price depressing effect. I just wonder 
whether this was one of the factors. 

Mr. Gray. I will answer by saying I know of no such pressure. I 
know, Mr. Chairman, though, in general terms, that there is some 
concern expressed by industry as to the consequences that would flow 
from a decision at some time to dispose of large amounts of surplus 
stockpile materials in a short time. And I think that probably there 
would always be concern on the part of people who are interested in 
particular stockpile items that we not get so much in the stockpile 
that some day we would feel compelled to dump it on the market and 
disrupt their prices. 

Senator Humpnrey. I can sympathize with that. I want these 
people to understand that because this is exactly what has happened 
in agriculture. If you, in charge of the stoc kpile, g give an assurance 
to these local producers that they are not going to be bothered by 
competition from your stockpile by dumping the material on the mar- 
ket, they are going to be a lot healthier both financially and physi- 

cally, and they will be emotionally better off, too. They will go right 
along and they will look at that stockpile as sealed off as I think it 
ought to be. But in agriculture, about every so often somebody in 
the Commodity Credit Cor poration, or the Secretary or somebody, de- 
cides, “We are going to get a little more heat up in Congress,” or “There 
is another article coming up, so I had better dump some of this.” And 
boom. Down goes the price. If you can seal it off, you will have 
some market st: ability. 

I want to say to the miners of this country I sympathize with them. 
I hope they can prevent hysteria from getting a hold of their legisla- 
tive and executive rel: ationships. It has regrettably moved into agri- 
culture. So you never quite know. This is why the Gov ernment of 
the United States is the major holder of inventory. No man in his 
right would hold much inventory when he never knows what the price 
will be, so he says, “Let Uncle Sam handle it.” That is why we have 
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the greatest accumulation of agricultural products that the world has 
ever known. 

We will come back to barter again. I think that is all on that, Mr. 
Gre 

Mr. Gray. Thank you, Mr. Chairman. 

Senator Humrurey. We will recess now until 2:30 p. m. at which 
time we will hear the witnesses from the Defense Department, Dr. 
Mullins and Mrs. Lee and from the Bureau of the Budget, Mr. Reid. 

(Whereupon, at 1 p. m. a recess was taken utnil 2:30 p. m. of the 
same day.) 


APTERNOON SESSION 


Senator Humrurey. The committee will come to order. 

Is Mr. Ralph W. Reid here? Mr. Reid is the Assistant Director of 
the Bureau of the Budget, and is here to explore some of the adminis- 
trative problems relating to Public Law 480. You have a prepared 
statement ¢ 

Mr. Reip. Yes, sir. 

Senator Humpurey. And along with you is—— 

Mr. Rei. Mr. Hutchinson of the International Division of the Bu- 
reau of the Budget, Mr. Harvey, of the International Division, and 
Mr. Kraus, of our Resources and Civil Works Division. 

Senator Humenrey. All right, Mr. Reid, why don’t you go right 
ahead with your prepared statement, unless you would like to ) pl: ice it 
in the record and permit me to ask you general questions. 

Mr. Rem. Just as you please, sir. 

Senator Humrpnrey. Why don’t you give us an oral discussion of 
your statement? Is that agreeable with you? We will place the whole 
statement in the record, and on that basis you go ahead and give us 
the highlights. 

I have a number of questions; I am trying to conserve some time here. 


STATEMENT OF RALPH W. E. REID, ASSISTANT DIRECTOR, BUREAU 
OF THE BUDGET 


Mr. Rei. Let me say first that Mr. Brundage, the Director of the 
Budget, had hoped to be here today but is out of town, and has asked 
me to express his regrets for his inability to attend this session. 

The statement I have today deals principally with the organiza- 
tional arrangements we have for Public Law 480 operations, and also 
treats in some measure of the immediate and direct responsibilities of 
the Bureau of the Budget in connection with the program. 

Senator Humrpnrey. Did the Bureau of the Budget prepare a pre- 
liminary draft of the Executive order relating to the man: igement of 
Public Law 480? 

Mr. Rem. I would imagine that it did. It was before my time. Mr. 
Hutchinson tells me that it did, sir. 

Senator Humpurey. So we will be able to get some guidance as to 
the directions to which the Executive order leads. Thank you. 

Mr. Rei. As you pointed out this morning, Mr. Chairman, and as 
we are emphasizing in our prepared st: itement, Public Law 480 is a 
complex law, which involves many areas of Government activity, and 
also many of the departments and agencies of the Government. 
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The Department of Agriculture, of course, has immediate interest 
in the program as a tool for the disposal of surplus commodities, 

The Department of State is concerned with the foreign policy aspects 
of the placement of large amounts of Government-ow ned sur plus com- 
modities on export markets, and with the usual marketing require- 
ments. 

We have the United States Information Agency, the Department of 
State, Department of Defense, the Department of Agriculture, the 
International Cooperation Administration, and the Office of Defense 
Mobilization, all of which, as the result of the law, have the oppor- 
tunity to use jocal currencies in further ance of their own programs. 

The Bureau of the Budget, of course, is directly involved in connec- 
tion with the allocation and apportionment of local currencies. Ques- 
tions concerning exchange rates, the maintenance of the funds, and 
the like are of concern to the Treasury Department. 

In the development of the arrangements which meet not only the 
interests of the several departments, but the interest of the Govern- 
ment as a whole, it was decided initially that two committees should be 
established. 

By direction of the President when the Executive order was first 
issued, there was established an Interagency Committee on Agricul- 
tural Surplus Disposal. This committee is chaired by Mr, Clarence 
Francis, and includes senior officials of certain of the principal inter- 
ested departments and agencies. 

Senator Humpurey. Excuse me, is Mr. Francis in the room? I 
understood he was here yesterday. 

Mr. Garnett. No. 

Senator Humenurey. Mr. Francis does chair the Interagency Com- 
mittee, is that correct ? 

Mr. Garnett. Yes. 

Mr. Rew. The Interagency Committee on Agricultural Surplus 
Disposal. 

Senator Humpurey. The other one is what? 

Mr. Rem. The other is a staff committee chaired by Mr. Garnett, 
the Administrator of the Foreign Agricultural Service. 

Senator Humpnrry. That is the one we spoke of the other day, 
isn’t it, Mr. Garnett ? 

Mr. Garnett. Yes. 

Mr. Rem. The initial letter to Mr. Francis stated that the Inter- 
agency Committee on Agricultural Surplus Disposal would “assist 
the agencies concerned in bringing into harmonious action con- 
sistent with the overall policy objectives of the Government, the vari- 
ous agricultural disposal activities, vested in them by, or assigned 
to them pursuant to, the act.” 

Mr. Garnett’s committee consists of staff representatives of the 
agencies represented on the larger committee, as well as representa- 
tives of Defense, ODM, and the Export-Import Bank. The Staff 
Committee has the responsibility for consideration of specific pro- 
posals for sales and for developing the provisions of agreements. 

Let me just say a further word about the role of the Bureau of the 
Budget, and I think that will cover most of the points that are in my 
prenared statement. 

The primary responsibility of the Director of the Bureau of the Bud- 
get in the program is for the allocation of currencies among the several 
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uses authorized by the act. In addition, by delegation of the Presi- 
dent, he also has the authority in certain instances to waive the 
requirement for covering with appropriated funds, certain of the 
foreign currency proceeds that may be used by the agencies. 

The initial step in determining how the proceeds from any particu- 
lar sale will be distributed among the several possible programs is 
Comyn taken in connection with the development of the agreement 
itself. 

Normally, in negotiations with the countries concerned, there will 
be an agreement that a certain amount of the local currency proceeds 
will be loaned to the country and a certain amount will be purely 
for United States uses, including sales to United States agencies. 

Senator Humpurey. That is done at the time that the sale is 
made—when the initial sales agreement is arrived at, is that correct ? 

Mr. Rem. That is right. 

Senator Humenrey. That is not done by the Bureau of the Budget? 

Mr. Rei. No, sir. That is done in the development of the agree- 
ment, the sales agreement, with the country concerned, the Bureau 
is, of course, a member of the committee. 

Senator Humpnurey. Member of what? 

Mr. Rem. Of Mr. Garnett’s committee. 

Senator Humpnrey. Of the Staff Committee? 

Mr. Rem. Yes, sir. 

Senator Humpurey. I want to get this picture clear for my mind, 
and I am sure that Senator Scott is interested in this likewise. 

Here we take, let us say, the country of Brazil: they bought some 
wheat from us. The sale of the wheat was made by the Department 
of Agriculture, the Commodity Credit Corporation, or maybe our 
foreign agricultural attaché negotiated it. Right? 

Mr. Garnetr. Not quite. The commodity agreement was worked 
out in the Staff Committee and determined by it. 

Senator Humpurey. The commodity agreement? 

Mr. Garnetr. The commodity agreement that moved the com- 
modity to Brazil. 

Senator Humpnrey. How do you get in touch with Brazil, in order 
to make the sale? 

When I have been in business, I and the customer had to see each 
other or write to each other. How do you get in touch with the coun- 
try? 

‘Mr. Garnetr. The proposal is staffed through this Staff Commit- 
tee. They come in with a proposal. 

Senator Humpnrey. They come in with a proposal ? 

Mr. Garnett. Yes. 

Senator Humpnrey. When you say “they” 

Mr. Garnetr. Brazil. 

Senator Humpnrey. You mean the foreign country ? 

Mr. Garnett. Yes, sir. 

Senator Humrnrey. And then the proposal is worked through the 
Staff Committee. 

Mr. Garnett. That is right. 

Senator Humpnrey. And the Staff Committee determines whether 
they will sell. Let us say, for example, that Brazil wanted 100,000 
tons. You may decide all you are going to sell is 75,000 tons, is that 
right ? 








180 POLICIES AND OPERATIONS 


Mr. Garnetr. We might decide it would be 75,000 tons, and then 
we would, also, decide in the committee, the usual marketings and 
other conditions of the sale. 

Senator Humpurey. All of that is done by the Interagency Staff 
Committee ? 

Mr. Garnett. Staff Committee. 

Senator Humpnrey. And it is done apparently in conjunction with 
the representatives of the foreign country, because it takes two to make 
a sale? 

Mr. Garnett. The positions are prepared in the staff committee. 
Once that has been done it becomes the prerogative of the Department 
of State, under the executive order, to make the negotiation with the 
foreign representative. 

Senator Humrnrey. All right, but the position that the State De- 
partment representative uses in that negotiation is staffed through 
the committee. 

What if the State Department representative finds that the posi- 
tion that has been handed him, as a result of your deliberations in the 
staff committee, is a position which is unacceptable to the recipient 
country ¢ 

Mr. Garnetr. That happens very often, and many times in a single 
negotiation, and it comes back. It is staffed through the meeting, or 
through the staff committee, in other words, the new position. 

Senator Humpnrey. Isn’t that an awfully cumbersome arrange- 
ment ¢ 

Mr. Garnett. Well, we thought so, but we think that it has worked 
out very well. I have the responsibility of moving the stuff, and I 
would be the first one to object to the procedure if we could not make 
it work. 

Senator Humpurey. You have gotten accustomed to it now. Like 
many other things after you’ve lived with it a while it works, is that 
right ? 

Mr. Garnett. Yes, sir, it does work. 

Senator Humenrey It does not look so tidy, but it works. 

Mr. Garnett. Well, it was pointed out that there are many, many 
agencies and departments of this Government that have an interest in 
the program, and they deserve to be considered in these negotiations. 

Senator Humrnrey. After you have worked out the staff commit- 
tee positions, and transferred the matter to the Department of State, 
the Department of State then negotiates the actual sale with the 
country that wishes to make the purchase. 

Mr. Garnett. That is right. 

Senator Humpnrey. And it negotiates that sale on the basis of the 
recommendations that come from the staff committee ? 

Mr. Garnett. That is right. 

Senator Humpnrey. Including the sales agreement as to the alloca- 
tion, and to the use of funds, right ? 

Mr. Garnett. That is right. 

Senator Humpnrey. Is that your understanding of it, Mr. Reid? 

Mr. Rem. Yes, sir. The broad division of local currency proceeds 
as between loans and United States uses is normally a specific element 
of the sales agreement. 
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Senator Humpurey. There are so many péople involved in this, 
and it is not uncommon when you get over two people involved in any- 
thing to have some difference of point of view. 

Mr. Rei. Insofar as this program is concerned, I am convinced the 
staff arrangements have worked quite well. 

What I was pointing out earlier was that the sales agreements with 
the countries concerned normally make reference to explicit per- 
centages of proceeds which might be used for loans in which the 
country concerned has a particular interest, and further indicate that 
the remainder will be used for United States purposes. 

In some agreements there is further indication of more precisely 
how United States interests will be met by applying a certain amount 
against, say,educationalexchange. But most agreements are not quite 
that explicit. 

This means, however, that there is in the Interagency Committee 
during the consideration of the terms of the sales agreement some dis- 
cussion of the use of the whole 100 percent of the proceeds and conse- 
quently, some general understanding as to what agencies of the Gov- 
ernment might require local currencies resulting from that particular 
agreement for programs of their own. 

And, of course, we do have the requirement in law that 10 percent 
should be used for allocation to the Treasury for sale to agencies for 
various programs. 

Senator Humpurey. In other words unless there is a waiver, 10 
percent of the total proceeds of the sales of farm surplus commodities 
revert to the Treasury, for the purpose of the Treasury selling that 
10 percent to other agencies in the Government, in order to pay ex- 
penses of the various agencies in other countries. 

Mr. Rei. Yes, then ‘the dollar exc hange obtained in that way goes 
back to the CCC. It receives repay ment from that particular 10 
percent. 

Senator Humrnurey. Even though 10 percent may not be anywhere 
adequate to cover the out-of-pocket costs of the CCC? 

Mr. Rew. That is right, sir. 

As to the Bureau of the Budget itself, we have at a little later date, 
as the funds begin to move into United States accounts after the 
commodities have arrived at their destination, two procedures which 
we go through. 

We have an allocation procedure in which we formally indicate to 
on various agencies the amounts of the moneys that will be made 

ailable to them from a given agreement. By and large, as I say, 
this goes back to the initial discussions in the staff committee, where 
this distribution has been pretty well threshed out. ‘Then, at a still 
later date, we have, of course, the regular apportionment process re- 
quired by law under which the funds are explicitly apportioned by the 
Director of the Bureau of the Budget to the agencies and the Treasury 
is notified, and the like. 

One other point I would like to make, since it came up several times 
this morning. We have tried our best in the budget document, al- 
though we can probably do better, to indicate explicitly which agen- 
cies of the Government can antic ipate some of the availability of these 
funds to support their programs. 

At page 86 of the 1958 budget document, for example, we included 
a general information se hedule indie ating the nonappropriated uses 
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of Public Law 480 currencies, from 1956 through 1958, as well as we 
could estimate. 
Senator Humpurey. I would suggest that at this point in the record 


we include that descriptive material on page 86 of the budget. 

Mr. Rew. Yes. 

Senator Humrurey. We will get that in. 

That shows the presently nonappropriated currencies available for 
use by agencies of Government. 

Mr. Rei. That is correct, sir, for 1956 and our estimate for 1957 
and 1958. I mentioned this is a broad table. Then in the particular 
sections in the budget document which request appropriations for 
the ICA, USIA, GSA, Agriculture, Department of Defense, and De- 
partment of State—on pages 77, 173, 281, 383, 498, and 88i1—we have 
more detailed schedules indicating the relationship betwen these local 
currencies and the dollar requests made in the budget itself. 

Senator Humrpnrey. Could you have somebody over in your shop 
just pull those together for us/ 

Mr. Rem. Yes, sir. 

Senator Humrurey. With a little narrative that gives us a descrip- 
tion of what this is all about. It would be helpful. 

Mr. Rem. Yes, sir. 


Senator Humrurey. You can get that over to us at your conven- 
ience. 
(The information referred to is as follows :) 


SCHEDULES INCLUDED IN THE 1958 BupGET DOCUMENT SHOWING THE ACTUAL AND 
ESTIMATED USE OF FOREIGN CURRENCIES ACQUIRED WITHOUT DOLLAR PURCHASE 


There are a number of difficulties in relating the actual and proposed use of 
foreign currencies not purchased with dollars to the use of appropriated dollars 
for similar purposes. Despite these, a serious effort was made in the 1958 
budget document to make such a presentation. Techniques for improving this 
presentation are currently the subject of intensive study within the administra- 
tion. 

The presentation in the 1958 budget consists of (1) a parent schedule showing 
foreign currencies realized under the Agricultural Trade Development and As- 
sistance Act, as amended, Public Law 480, and authorizations or allocations 
for sale for dollars and for use by agencies without dollar purchase; and (2 
a series of schedules showing actual and estimated local currency obligations 
and expenditures for each agency using the currencies for purposes paralleling 
those covered by the agency’s budget. 

The parent schedule shows the amounts available by fiscal year at the mar- 
ket value of sales agreements entered into during the fiscal year, plus the un 
allocated balance of existing agreements carried into the fiscal year. This 
schedule is based on sales agreements signed through November 30, 1956, the last 
date for which information was available when the budget document was pre- 
pared. The adjustment necessary to value the local currencies at the market 
rate as of June 30, 1956, is included both in the parent schedule and in the agency 
schedules. All these schedules are informational in nature and reflect the best 
estimates possible at the time of preparation of the budget document. 


The parent schedule appears on pages 86 and 87 of the budget document and 
is reproduced below. 
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INFORMATIONAL SCHEDULE RELATING TO FOREIGN CURRENCY REALIZED UNDER THE 
AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT, AS AMENDED (7 
U.S. C. 1704) 


Amounts available for appropriation 


| 1956 actual | 1957 estimate | | 1958 estimate 
I: Oe | $57, 321, 313 el $6096, 735, 384 $411, 954, 842 
Sales agreements entered into___- : eens 982, 700, 687 726, 058, 000 |_._..-- 





|= ee = 





Subtotal. - ence ee ‘ ve 5 aheeinialagae 11, 040, 022, 000° 1, 422, 793, 384 411, 954, 842 


Sold by Treasury to appropriations and funds- - - 10, 793, 477 | = : a 
Authorized for use by agencies with long-term reimbursement | | 
to Commodity Credit Corporation: Department of Defense _- .| 41, 532, 143 | _ 30, 000, 000 | 19, 000, 000 





Total to be realized in dollars. -_...............-..--.-- 52 ; 620 30, 000, 000, ‘19, 000, 000 
|—— — - — — —-——-— 
Adjustment to market rate of currency | 149, 680, 286 | 104, 552, 000 =e 
Authorizations for use by agencies without reimburse ment to | | | 
Commodity Credit Corporation: | | 
Mutual security program: 
Military assistance 4 : ---| 20,453, 781 103, 300, 000 | __ 
Other mutual security programs | 102,217,857 | 233, 180, 000 381, 502, 143 
United States Information Agency nee heee | 900, 000 | 1, 200, 000 
General Services Administration / ee) 3, 156, 212 |... fides 
Department of Agriculture__...--_-_- ‘ inidhinhantataienaabil 11, 388, 956 5, 708, 375 | 10, 252, 699 
Department of State: | | 
Educational exchange | 4, 040, 000 4,490, 000 | 
Counterpart fund, sec. 708 (ce), Public Law 118, July | 
ily Pes woo eerdoee ar? a i ntisbiiie aati adit 


acannon cece | eeseeeeseeen senate 


Total adjustments and authorizations for free use..| 290, 960,996 | 452, 130, 375 
Reserved for future authorization or sale mice -| 528, 708, 167 


Balance carried forward 








PROGRAM AND PERFORMANCE 


Title I of the Agricultural Trade Development and Assistance Act of 1954 
authorizes the sale of up to $3 billion of surplus agricultural commodities to 
friendly nations for their currencies, with reasonable precautions neither to 
displace United States sales for dollars nor to disrupt world commodity prices. 
The Commodity Credit Corporation finances the costs. The foreign currencies 
generated by these sales may be used (a) to help develop new markets for 
United States agricultural commodities, (b) to purchase strategie and critical 
materials, (¢) to procure military materiel and services for the common defense, 
«d@) to purchase goods and services for other friendly nations, (e) to promote 
balanced economic development and trade among nations, (f) to pay United 
States obligations abroad, (g) to make loans to promote multilateral trade and 
economic development abroad, (f) to finance international education exchange 
activities, (4) to translate and publish books and other publications abroad, and 
(j) to aid American-sponsored schools, libraries, and bi-national centers over- 
seas, 

Most of the currencies are used without charge to appropriations; some are 
sold to appropriations, and the proceeds of such sales go to the Commodity 
Credit Corporation. A lump-sum appropriation is recommended to reimburse 
the Commodity Credit Corporation for its losses which are not made up through 
such sales. 

As of November 30, 1956, sales agreements had been signed with 30 countries, 
calling for deposits of sales proceeds totaling $1,766 million. This represents 
the market value of commodities in which the Commodity Credit Corporation 
investment is approximately $2.6 billion. Subsidiary schedules on currency uses 
are presented in the chapters of the Departments of State, Defense, and Agri- 
culture, the General Services Administration, the United States Information 
Agency, and under “Military assistance” and “Other mutual security programs” 
in the funds appropriated to the President chapter. 

The agency informational schedules are included in the budget following 
the agency dollar schedules and are set up in the same form as the dollar sched- 
wes. These schedules include all local currencies made available to the agency 
without purchase, including both Public Law 480 and other sources. Schedules 
included are as follows: 
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Funds appropriated to the President——Availabilities and uses for military 
assistance under sections 402 and 502 of the Mutual Security Act of 1954, and 
section 104 of Public Law 480, page 77. 

Funds appropriated to the President.—Availabilities and uses for other mutual 
security programs, sections 402, 502, and 505 (@) Mutual Security Act of 1954, 
and section 104 of Public Law 480, pages 82 and 8&3. 

Department of Agriculture.—Availabilities and uses for agricultural market 
development abroad under section 104 (a), Public Law 480, pages 363 and 364. 

General Services Administration.—Allocations, expenditures and balances for 
procurement for the supplemental stockpile under section 104 (g), Public Law 
480, pages 261 and 262. 

Department of Defense——Allocations, expenditures and balances for military 
dependent housing pursuant to title 7, United States Code, section 1420, page 498, 

Department of State.—Allocations, expenditures and balances for the Fulbright 
exchange program and authorized under section 104 (h), Public Law 480, 
puge 881. 

Department of State——Foreign currencies available under section TO8(c) of 
Public Law 118, July 16, 1953, for the payment of travel expenses of congressional 
ecmmittees, page 884. 

USIA.—Allocations, expenditures and balances available for the translation, 
publication and distribution of books and other publications and for cultural 
centers under section 104 (i) and (j), Public Law 480, page 173. 

These schedules with their associated program and performance statements 
are reproduced below. 


CONSOLIDATED INFORMATION SCHEDULE RELATING TO FOREIGN CURRENCY, MILITARY 
ASSISTANCE 
{All amounts are stated in United States dollar equivalents computed at rates of exchange as of June 30, 


1956, except for balances brought forward from 1955 and authorizations to expend foreign currency receipts 
which are computed at agreed rates] 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 
Offshore procurement 


Section 502, Mutual Security Act of 1954 $16, 842, 857 $26, 590, 209 
Section 402, Mutual Security Act of 1954 39, 326, 000 $25, 500, 000 
Agricultural Trade Development and Assistance Act 
of 1954 15, 482, 246 105, 220, 900 3, 150. 000 
Total obligations 32, 325, 103 171, 137, 109 28, 650, 000 
Financing: 
Unobligated balance brought forward. —19, 114,350 | —45, 161, 046 28, 650, 000 
Unobligated balance transferred from ‘‘Foreign currency, 
other mutual security programs’”’ (67 Stat. 159) _- — 29, 657, 948 — 229, 108 
Adjustment due to changes in exchange rates to permit 
conversion to dollar equivalent. _- 5, 469, 065 
Unobligated balance carried forward 45, 161, 046 98, 650, UOO 


Authorization to expend foreign currency receipts (ad- 
justed)____ 34, 182, 916 154, 396, 955 


PROGRAM AND PERFORMANCE 


Offshore procurement.—These foreign currencies are used for military mate- 
riel and services procured abroad for the mutual defense of the United States 
and friendly nations. The currencies available under sections 502 and 402 of 
the Mutual Security Act are transferred from the consolidated foreign currency 
schedule under “Other Mutual Security Programs” below. Other currencies, 
generated by the sale of agricultural surplus commodities under the Agricultural 
Trade Development and Assistance Act of 1954, are allocated to the Department 
of Defense for this activity. 














ee 
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Obligations by objects 


1956 actual | 1957 estimate | 1958 estimate 


07 Other contractual services__....--_- 
08 Supplies and materials 
09 Equipment 


snnsvlepuai qutidaincaidiiiieiom tical $15, 482, 246 | $102, 220, 900 $250, 000 
i caecmeed ied ee 5, 200, 000 13, 000, 000 2, 900, 000 
Sela cendd makin cacoedecwn traiaameaae 11, 642, 857 55, 916, 209 25, 500, 000 


Total obligations-____- 


dpicndnaaeih adnan a eiieulapnare 32, 325, 103 | 171, 137, 109 28, 650, 000 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


BUDGET AUTHORIZATIONS AVAILABLE | 
Authorization to expend foreign currency receipts (Agricul- | 
tural Trade Development and Assistance Act of 1954) __- | $20, 453,781 | $103, 300, 000 
Transferred from ‘‘ Foreign currency, other mutual security | 
programs’’ (68 Stat. 843) -._- | 13, 729, 135 51, 096, 955 
Balance brought forward: | 
Unobligated _- | 19,114,350 45, 161, 046 $28, 650, 000 
Obligated_.. 9, 555, 175 27, 320, 765 41, 025, 090 
Unobligated balance transferred from ‘‘Foreign currency, | 
other mutual security programs” (67 Stat. 159) _- 29, 657, 948 229, 108 
Adjustments due to changes in exchange rates to permit con- 
version to dollar equivalent_ —5, 469, 065 ‘ 
Total budget authorizations available__- 87,041,324 | 227, 107, 874 69, 676, 090 
= = ———— SE 
EXPENDITURES AND RALANCES 
Expenditures (payable directly from foreign currency funds): 
Sect'on 502, Mutual Security Act of 1954 : 8, 406, 375 26, 581, 866 18, 000, 000 
Section 402, Mutual Security Act of 1954 | 24, 999, 910 | 39, 826, 090 
Agricultural Trade and Assistance Act of 1954 6, 153, 138 105, 850, 008 11, 850, 000 
Total expenditures___- 14, 559, 513 157, 431, 784 | 69, 676, 090 
Balance carried forward: 


Unobligated 


- 45, 161, 046 28, 650, 000 | 
Obligated _- E | 27,320,765 41, 026, 090 | 
Total expenditures and balances -- 7 87, 041, 324 227, 107, 874 | 60, 676, 090 


95262—57 13 
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CONSOLIDATED INFORMATIONAL SCHEDULE RELATING TO FOREIGN CURRENCY, OTHER 
MUTUAL SECURITY PROGRAMS 


[All amounts are stated in United States dollar equivalents computed at rates of exchange as of June 30, 1056 
except for balances brought forward from 1955 and authorizations to expend foreign currency receipts 
which are computed at agreed rates] 


Program and financing 


| 
1956 actual | 1957 estimate | 1958 estimate 





Program by activities: 
1. Defense support: 
Section 502, Mutual Security Act of 1954 $17, 968, 427 
Section 402, Mutual Security Act of 1954 225, 544,007 | $184, 193, 022 
Agricultural Trade Development and Assistance | 
Act of 1954 75, 425,185 | 181, 509, 000 303, 133, 000 
2. Development assistance: 
Section 502, Mutual Security Act of 1954 1, 727, 348 DG OOO Bseccaenacceue 
Section 402, Mutual Security Act of 1954 24, 830, 392 41, 660, 995 34, 022, 915 
Section 505 (a), Mutual Security Act of 1954 ene. 
Agricultural Trade Development and Assistance 
Act of 1954 , 356, 37, 178, 000 
3. Technical cooperation: Section 502, Mutual Security 
Act of 1954 1, 137, 522 So BE CFO. Becntapceneanen 
4. Other programs: 
Section 502, Mutual Security Act of 1954 | 1, 960, 262 2, 440, 900 
Section 402, Mutual Security Act of 1954. ___._____-| 3, 106, 258 20, 112, 204 16, 424, 856 


Total obligations 386, 685, 351 530, 733, 033 599, 860, 793 
Financing: 


Unobligated balance brought forward —152, 979, 211 | —104, 194, 585 | —120/070, 500 
Recovery of prior year obligations_- —2, 670, 695 <6egcaaae 
Unobligated balance transferred to ‘Foreign currency, 

military assistance”’ (67 Stat. 159) ae 7 29, 657, 948 
Adjustment due to changes in exchange rates to permit 

conversion to dollar equivalent 54, 818, 635 
Unobligated balance carried forward___............------.| 104, 194, 585 
Unobligated balance no longer available 2, 670, 605 





Authorization to expend foreign currency receipts (ad- 
justed) 422, 377,308 | 546, 838, 056 546, 441, 730 


PROGRAM AND PERFORMANCE 


Foreign currencies are available for mutual security or related purposes as 
described above under the acts as cited below. 

Foreign currency, surplus agricultural commodities, section 502, Mutual Se- 
curity Act of 1954, International Cooperation Administration.—Mutual security 
appropriations were made available by Congress in 1954 to purchase surplus 
agricultural commodities in this country for sale abroad to friendly countries 
for their currencies. The foreign currencies received from the sale of these sur- 
plus agricultural commodities are used for mutual security program objectives 
in accordance with agreements reached with each government. 

Foreign currency, surplus agricultural commodities, section 402, Mutual Se- 
curity Act of 1954, International Cooperation Administration—Mutual security 
appropriations were made available by Congress in 1955, 1956, and 1957 to pur- 
chase surplus agricultural commodities in this country for sale abroad to friendly 
countries for their currencies. The foreign currencies received from the sale 
of these commodities to friendly countries can be used only for the purposes for 
which the dollar funds were originally appropriated. 

Section 505 (a) Mutual Security Act of 1954.—Section 505 (a) provides for 
various methods of financing assistance including cash grants, credits or other 
terms of repayment best suited to achieve the purposes of the act. 

Foreign currency, Agricultural Trade Development and Assistance Act of 1954, 
International Cooperation Administration.—Foreign currencies, generated by 
the sale of agricultural surplus commodities under the Agricultural Trade De- 
velopment and Assistance Act of 1954, are allocated to the International Co- 
operation Administration to finance the purchase abroad of goods and services 
for other friendly countries, to promote balanced economic development and 
trade among nations by making grants to friendly countries, and to promote 
multilateral trade and economic development by making loans to those countries. 
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Obligations by objects 


1956 actual | 1957 estimate | 1958 estimate 


08 Supplies and materials. aed aie welds 5 $1, 106, 933 
11 Grants, subsidies, and contributions. - 
16 Investments and loans-_---_----- : 


$194, 824,370 | 258,939,100 | $144, 640, 793 
191, 860,981 | 270, 687,0C0 | 455, 220, 000 


= <add eeenmiaotntgpalimitih inte Aadiinell 386, 685,351 | 530, 733, 033 599, 860, 793 





Total obligations-_..._- 


Budget authorizations, expenditures and balances 


BUDGET AUTHORIZATIONS AVAILABLE 


Authorization to expend foreign currency receipts: | 
Sec. 502, Mutual Security Act of 1954 $2, 042, 734 | $367, 928 |___- 
Sec. 402, Mutual Security Act of 1954____- .-| 330,738,919 | 364, 387,083 | $202, 307, 407 
Sec. 505 (a), Mutual Security Act of 1954___- 1, 106, 933 Mogawacuuehsc nae 
Agricultural Trade De velopment and Assistance Act of | 


1954 : --| 102,217,857 | 233, 180, 000 381, 502, 143 


Transferred to “Foreign currency, Military assistance’ (68 


Stat. 843) 


Adjusted authorization 
Balance brought forward: 


51, 096, 955 37, 367, 820 


546, 838, 056 546, 441, 730 


Unobligated 152, 979, 211 104, 194, 585 120, 070, 500 
Obligated - 26, 467, 114 53, 626, 919 61, 141, 483. 
Unobligated bal: ance transferred to ‘‘Foreign currency, Mili- | 
tary assistance’’ (67 Stat. 159). | —29, 657, 948 | —229, 108 |_- 


Adjustment due to changes in exchange rates to permit con- | 
version to dollar equivalent — 54, 791, 410 


Total budget authorizations available 517, 374, 275 


704, 430, 452 727, 653, 713 








EXPENDITURES AND BALANCES 


Expenditures (payable directly from foreign currency funds): 
Sec. 103, Mutual Security Appropriation Act of 1957 | 4, 589, 686 gk ees Serer 
Sec. 502, Mutual Security Act of 1954 aes 27, 482, 983 22, 289, 003 5, 748, 802 
Sec. 402, Mutual Security Act of 195 | 234, 027, 646 280, 735, 159 | 252, 883, 739 





Sec. 505 (a), Mutual Security Act of ‘T084 : : * 1, 106, 933 
Agricultural Trade Development and Assistance Act of | 
1954 ‘ 90, 781, 851 218, 687, 000 365, 220, 000 


Total expenditures 
Unobligated balance no longer available (expiring for obliga- | | 
tion) 3 GEA GE Fo cnxenenna 
Balance carried forward: 


356, 882,166 | 523, 218, 469 "623, 852, 541 





Unobligated 104, 194,585 | 120,070,500 | 66, 651, 437 
Obligated 53, 626, 919 61, 141, 483 37, 149, 735 
Total expenditures and balances we 517, 374, $ 275 | 704, 430, 452 727, 653, 713 


INFORMATION SCHEDULES RELATING Tu FOREIGN CURRENCY, AGRICULTURAL TRADE 
DEVELOPMENT AND ASSISTANCE ACT OF 1954, AGRICULTURE, FOREIGN AGRICUL- 
TURAL SERVICE 

[All amounts stated in United States dollar equivalent] 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 


Market development projects (total obligations) - - $1, 425,896 | $14, 514, 600 $11, 352, 865 
Financing: 
Unobligated balance brought forward —9, 906,421 | —1, 100, 196 
Adjustment due to changes in exchange rates to permit 
conversion to dollar equivalent___- 56, 639 Rh a 
Unobligated balance carried forward 9, 906, 421 1, 100, 196 |_.____ 


Authorization to expend foreign currency receipts 


pursuant to 7 U. 8. C. 1704 11, 388, 956 5, 708, 375 10, 252, 669 
| 
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PROGRAM AND PERFORMANCE 


Foreign currencies, generated by the sale of surplus agricultural commodities 
under title I of the Agricultural Trade Development and Assistance Act of 1954, 
are allocated to the Department to develop new foreign markets and expand 
existing markets for United States agricultural commodities, including cotton, 
dairy products, fats and oils, grain, feed, livestock and meat, poultry, fruits and 
vegetables, and tobacco. The types of market development projects being car- 
ried out by the Department include sale promotion campaigns, trade fairs and 
exhibits, nutrition demonstrations, and market analyses. A total of $27.35 mil- 
lion is estimated as the amount available under sales agreements as of October 
31, 1956, with 29 countries for projects of this kind. 


Obligations by objects 


Average number of all employees. - - -- 
Number of employees at end of year 


01 
02 
03 
04 
05 
06 
07 
08 








$40, 000 
190, 000 

50, 000 

6, 000 

95, 000 

7, 000 

14, 051, 600 
75, 000 


Personal services: Positions other than permanent 
Travel _. walialeehanaknd Koa 
Transportation of things _- 

Communication services 

Rents and utility services _---- 

Printing and reproduction--. 

Other contractual services. -..-..-..--- 

Supplies and materials_._..........--- 





Total obligations __-- 1, 425, 896 


11, 352, 865 


| 


14, 514, 600 | 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 


| 


BUDCET AUTHORIZATIONS AVAILABLE 


Cc, 


Authorization to expend foreign currency receipts (7 U. S. | 
| $11, 388, 956 


1704) 
Adjustment due to changes in exchange rates to permit ¢ con- 
vers‘on to dollar equivalent_-_.............-.-.---- | 
Balance brought forward: 


$5, 708, 375 | 2 


$10, 


252, 669 


—56, 639 | 


Unobligated 5 Sileiatig , a 


Obligated ___ 
Total budget authorizations available_-_ 
EXPENDITURES AND RALANCES 


Total expenditures (payal able directly from arn currency 
funds) - pid iene ; 
Balance carried forward: 
Unobligated 
Obligated 


Total expenditures and balances-- 


551, 041 


9, 906, 421 
874, 855 





11, 332, 317 


11, 332, 317 


874, 855 


16, 489, 6! SL 


10, 619, 000 





1, 100, 196 
4, 770, 455 


16, 489, 651. 


9, 906, 421 | 


, 100, 196 
4, 770, 455 


| 
|__ 4.770, 4 
a | 3, 123, 320 


| 


11, 125, 000 


4, 998, 320 


16, 123, 320 


| 
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MISCELLANEOUS 


ForEIGN CURRENCY, AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT OF 
1954, GENERAL SERVICES ADMINISTRATION 










Pregrens and nentall 








| 1956 actual | 1957 estimate | 1958 estimate 
i a 9 pen 
Program by activities: Purchase of strategic materials (total | | 
obligations) * d | a --| $3,028, 262 |- 
Financing: FP 
Unobligated balance brought forward __- } 3,028, 262 |..-.. 
Unobligated balance carried forward. | $3,028,262 |_ 
Adjustment due t» changes in exchange rates to permit | 
conversion to dollar equivalent ‘ 127, 950 
Authorization to expend foreign currency receipts } 
pursuant to 68 Stat. 454 3, 156, 212 





Sena by “— 


1956 actual | 1957 estimate | 1958 estimate 


longed tener panacea acenninesanietiieniicetannnaes ah eee acantardicaeter eet agentes 


03 Transportation of things $193, 862 
08 Supplies and materials 2, 834, 400 
Total obligations 3, 028, 262 | 


' 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 








BUDGET AUTHORIZATIONS AVAILABLE — 
: . . : | 
Authorization to expend foreign currency receipts (68 Stat. | 
454) ___ ss eteeiaiione . ° ‘ $3, 156, 212 |... enon 
Unobligated balance brought forward.__._____.____-__.__..._.]------ ss $3, 028, 262 |...-- 
Adjustment due to changes in exchange rates to permit con- | 





version to dollar equivalent | — 127, 950 = 









Total budget authorizations available 28, 262 | 














EXPENDITURES AND BALANCES 








Total expenditures (out of prior authorizations) ails 3, 028, 262 |...-- 
Unobligated balance carried forward z Cee t.:... 1. 





INFORMATIONAL SCHEDULES RELATING TO FOREIGN CURRENCY RECEIPTS PURSUANT 
to 7 U. S. C. 1420 AVAILABLE WITHOUT IMMEDIATE DOLLAR REIMBURSEMENT FOR 
CONSTRUCTION OF MILITARY FAMILY HOUSING 


Program and financing 





j j 
1956 actual | 1957 estimate 1958 estimate 








Program by activities: | 
Military family quarters, foreign currencies: | 
Austria _.| $3,400,000 | $3, 000, 000 
Italy __.- a 5, 056, 400 4, 000, 000 
Japan_. | _| 14,014, 300 3, 000, 000 
Spain | 529, 300 14, 000, 000 
United Kingdom__. 8, 204, 643 7, 000, 000 | 5, 060, 000 
Total obligations ‘15, 204, 643 | 30, 000, 000 29, 000, 000 
Financing: | 
Unobligated balance brought forward —26, 327,500 | —26,327, 500 
Unobligated balance carried forward | 26, 327, 500 26, 327, 500 16, , 827, 500 


Authorization to expend foreign currency receipts pur- | 
suant to 69 Stat. 350 (subject to future repayment to 
Commodity Credit Corporation) _ _. ~~. ips ito 41, 532,143 | 30,000, 000 19, 000, 000 


} 
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PROGRAM AND PERFORMANCE 


Foreign currencies, generated by the sale of agricultural surplus commodities 
under title I of the Agricultural Trade Development and Assistance Act of 1954, 
may be allocated to the Department of Defense to finance the construction of 
housing for our military personnel and families stationed abroad. The Depart- 
ment of Defense will pay the Commodity Credit Corporation in dollars, as 
authorized by Public Law 161, approved July 15, 1955, from appropriations 
otherwise available to pay quarters allowances to military personnel occupying 
the housing, for the foreign currencies uSed to provide this housing. 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate | 1958 estimate 
RUDGET AUTHORIZATIONS AVAILABLE 

Authorization to expend foreign currency receipts (69 Stat. 350) $41, 532, 143 $30, 000, 000 $19, 000, 000 

Balance brought forward: 
Unobligated | 26, 327, 500 26, 327, 500 
Obligated _- . 15, 204, 643 | 22, 204, 643 
Total budget authorizations available 41, 532, 143 71, 532, 143 67, 532, 143 

EXPENDITURES AND RALANCES 

Total expenditures (payable directly from foreign currency | 
funds) . 23, 000, 000 | 35, 000, 000 

Balance carried forward: 
Unobligated | 26,327,500 | 26,327, 500 | 16, 327, 500 
Obligated > | 15, 502,643 | 22, 204, 643 | 16, 204, 643 
Total expenditures and balances ; . ; 41, 532,143 | 71, 532, 143 | 67, 532, 143 


INFORMATIONAL SCHEDULES RELATING TO “FOREIGN CURRENCY, AGRICULTURAL 
TRADE DEVELOPMENT, AND ASSISTANCE ACT OF 1954, STATE” 


Program and financing 


1956 actual | 1957 estimate | 1958 estimate 


Program by activities: 


1, American republics ink ie $75, 000 $585, 400 $1, 425, 000 

2. Europe ee : sasiatstenite ; ; 300, 000 

3. Far East ee 7 ued 200, 000 1, 250, 000 

4. Near East 7 450, 000 600, 000 
Total obligations fs ; 75, 000 ; 1, 235, 400 | 3, 575, 000 

Financing: | 
Unobligated balance brought forward , 7 _| —3, 686, 762 6, 941, 362 
Adjustment due to changes in exchange rates to permit 
conversion to dollar equivalent 3 , 278, 238 
Unobligated balance carried forward en id 3, 686, 762 6, 941, 362 3, 366, 362 


Authorization to expend foreign currency receipts pur- 
suant to 68 Stat. 454 sched ; Se 4, 040, 000 4, 490, 000 


PROGRAM AND PERFORMANCE 


Of the foreign currencies generated by the sale abroad of agricultural surplus 
commodities, $8.3 million have been allocated to the Department of State to 
finance international educational exchange activities in 15 countries as author- 
ized by the Fulbright Act of 1944. As shown above in the program and per- 
formance statement under “International educational exchange activities,” these 
foreign currencies are in addition to funds regularly appropriated for exchznge 
activities. 
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Obligations by objects 


| | | 
| 1956 actual | 1957 estimate | 1958 estimate 


sepaneitleiniiplncisitnaeestninnaasaianiananacitsaiiaagitiadias oieraiinetitacaasesaniiasoeilite lial cacaiadteieal | 
| 





07 Other contractual services | $8, 000 $148, 248 $429, 000 
11 Grants, subsidies, and contributions. 67, 000 | 1, 087, 152 | 3, 146, 000 


Total obligations__._- ; 75, 000 1, 235, 460 | 3, 575, 000 


Budget authorizations, expenditures and balances 


1956 actual | 1957 estimate 1958 estimate 





| 
BUDGET AUTHORIZATIONS AVAILABLE 











Authorization to expend foreign currency receipts___ -| $4,040,000 $4, 490, 000 | ; 
Unobligated balance brought forward. coe 3, 686, 762 | $6, 941, 362 
Adjustment due to changes in exchange rates to permit con- | | 

version to dollar equivalent. Scan aioe eed smeinemen —278, 238 | a 

|- - —EEE _ $$$ en 

Total budget authorizations available ca Voce 3, 761, 762 4 8, 176, 762 2| 6, 941, 362 
EXPENDITURES AND BALANCES =e F ee ae a, 

Total expenditures (out of current authorizations) 75, 000 1, 235, 400 3, 575, 000 

Unobligated balance carried forward al 3, 686, 762 6, 941, 362 3, 366, 362 

Total expenditures and balances____________________-_.- Bar * 761, 762 8, 176, 762 6, 941, 362 


COUNTERPART FUND, FOREIGN CURRENCY, Sec. 708 (c), Pustic Law 118, Jury 16, 
1953, STATE 


Program and financing—Without purchase 


| 
1956 actual | 1957 estimate | 1958 estimate 





Program by activities: Functions under sec. 502 (b) of Public 


Law 665 (total obligations) $527, 464 3 aes ee 
Financing: | | 
Unobligated balance brought forward —326, 451 — $675, 536 | — $675, 536 
Adjustment due to changes in exchange rates to permit | | 
conversion to dollar equivalent sieatl 5, 323 = ices edna eeeee 
Unobligated balance carried forward ; subd 675, 536 675, 536 675, 536 


Authorization to aon foreign currency — (22 
U.S. C. 1754 (b))-- saeacap aes | 881, 872 


@ Travel.......- . : lees $527, 464 
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Budget authorizations, expenditures and balances 





























1956 actual | 1957 estimate | 1958 estimate 


— — Ee 


BUDGET AUTHORIZATIONS AVAILABLE 


Authorization to expend foreign currency receipts (22 U. S. C 
1754 (b)) derived from: 
Mutual security funds bien nedhatsveundebwon $857, 968 
Finished by Little (56557) 
Transferred from ‘‘Foreign currency Agricultural a 
Development and Assistance Act of 1954’ a U. 8. C. 
1754 (b))- A eet 23, 904 r. 
Unobligated balance brought forward... 
Adjustment due to changes in exchange rates to permit con- 
version to dollar equivalent--___- : : —5, 323 





Total budget authorizations available- - 





EXPENDITURES AND BALANCES 









Total expenditures (payable directly from en currency | 
funds) _- 527, 464 |_- . cecaiiliaat 
Unobligated balance carried forward. _- ‘ . 675, 536 | 675, 536 675, 536 


















Total expenditures and balances__._...__._..___-- ‘ 1, 203, 000 675, 536 


INFORMATIONAL SCHEDULE RELATING TO “FOREIGN CURRENCY, AGRICULTURAL TRADE 
DEVELOPMENT AND ASSISTANCE AcT oF 1954, aS AMENDED, UNITED STATES 
INFORMATION AGENCY” 


Program and financing 







1956 actual | 1957 estimate | 1958 estimate 








PROGRAM BY ACTIVITIES 






i Noe ot nn ccc msc scnsdboccesdraccaucs $500, 000 
2. Acquisition of cultural center___ eee 250, 000 
3. Translation, publication, and distribution of books and 

other publications.....’..._._...--...-.-_-.-. Oe ais Siok Pee Shoes at 150, 000 100, 000 


Total obligations_____- 














$1, 100, 000 





FINANCING 






Authorization to expend from foreign receipts pursuant to 
es Be Mitte nineiiannncdianahatlncdnncewninueis 900, 000 1, 200, 000 


PROGRAM AND PERFORMANCE 









Foreign currencies generated by the sale of agricultural commodities under 
title I of the Agricultural Trade Development and Assistance Act of 1954 are 
available to finance informational activities authorized by the United States 
Information and Educational Exchange Act of 1948. Under sales agreements 
completed as of November 30, 1956, programs totaling $2,100,000 are planned 
for 1957 and 1958. These include a $1,600,000 for assistance to binational 
centers, $250,000 for the acquisition of a cultural center, and $250,000 for the 
translation, publication, and distribution of books and other publications. 






Obligations by objects 





l l 
| 1956 actual | 1957 estimate | 1958 estimate 
| 


07 Other contractual services - -- : . ti | $150, 000 $100, 000 
11 Grants, subsidies, and contributions- - en acccwnes--s-e|-<- 750, 000 1, 100, 000 
| 














Total obligations._.....-....------------------- Bees ote 900, 000 | 1, 200, 000 
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Budget authorizations, expenditures and balances 


| 


| 1958 estimate 


| 1956 actual | 1957 estimate 





| 
RUDGET AUTHORIZATIONS AVAILABLE 


| 

| 

Authorization to expend from foreign receipts pursuant to | 
Public Law 480, 1954, as amended__ $900, 000 $1, 200, 000 


Obligated balance brought forward__-_- os 150, 000 
Total budget authorizations available | 900, 000 | 1, 350, 000 


EXPENDITURES AND RALANCES | 


Expenditures— 
Out of current authorizations. - | 750, 000 1, 100, 000 
Out of prior authorizations__- bold 150, 000 


Total expenditures___ 750, 000 1, 250, 000 


Oblizated balance carried forward. | od 150, 000 } 100, 000 
Total expenditures and balances. 5s eee} 900, 000 | 1, 350, 000 


Mr. Rem. In addition, Mr. Chairman, we do ask the agencies in 
their testimony before the Appropriations Committees to discuss as 
fully as they can the relationship between the local currencies they 
will have available from Public Law 480 programs, and the dollars 
they are asking for their own programs. I think those are the high- 
lights. 

Senator Humpnrey. Do you feel that the agencies, Mr. Reid, have 
placed emphasis upon the use of these local currencies? In other 
words, an agency gets a dollar appropriation in the Congress; it also 
has available to it, under your program, the use of Public Law 480 
funds—— 

Mr. Ret. Yes. 

Senator Humrpnrey. Certain dollar equivalents of local currencies. 

Mr. Rew. Yes, sir. 

Senator Humreurey. Have you found that each agency pursues the 
use of those local currencies with the diligence that it pursues the 
use of the dollars? 

Mr. Rei. Well, I must say, sir, that all of our examiners are in- 
structed to see that their budget green sheets and the like reflect a very 
careful review of these availabilities. The educational exchange pro- 
gram, for example, as it is outlined in the budget, is very carefully de- 
veloped, showing the relationship between dollars and local currencies, 
because so much of the travel of students, professors, and the like, back 
and forth, involves local currencies at one end of the journey and 
dollars at the other. 

So that program, as it is developed, is reviewed with a continuing 
awareness of the availability of local currency. Military housing—I 
think Mr. Mullins will bring you more details on that later—has 
worked out very well as an aspect of this program, particularly in 
the United Kingdom and in Japan. In this area the dollars eventually 
will be returned to the Commodity Credit Corporation through the 
payment of rental allowances. 

It will be perhaps 15 years before the CCC is paid back entirely, al- 
though even here there is a question as to whether there is appropriate 
allowance for interest on the money that the CCC will receive. 

Senator Humpnrey. You ought not to be in the loaning business 


unless you are willing to loan it for 10 years. You cannot buy a tepee 
for less than 20 years. 
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Mr. Rei. Of course, when you build abroad, and try to build to 
American standards, you have some additional problems. 

Senator Humpurey. You do here, too. 

Mr. Rem. Yes. By and large, I must say we have insisted, so far 
as our own prerogative of insisting goes, that dollar and local currency 
availabilities be appropriately related to the other in developing the 
budget requests. 

Senator Humrurry. I understand your descriptions now, but what 
I asked you was, Do you really feel that the agencies pursue the use 
of these dollar equivalent currencies with the same determination and 
the same dedication as they do the use of those dollars that the Con- 
gress appropriates ? 

Mr. Rew. I can reply to a certain extent from my own experience. I 
have visited a few of the areas abroad where these currencies are used 
as an integral part of the program. 

In Korea and Pakistan, which involve the mutual security pro- 
gram, and thus the interests of ICA and the Departments of State and 
Defense, I have found that the availability of local currencies has 
been very carefully tied in to the availability of dollars. 

So I would say that my answer to your question, to the best of my 
knowledge, is “Yes.” 

Senator Humrurey. One of the reasons I have asked this question 
is that you mentioned a moment ago the educational exchange pro- 
gram. And I noticed that despite the fact that the amendment was 
offered to the Mutual Security Act a year ago relating to this ex- 
change, a very small percentage of Public Law 480 money had been 
used. 

The same thing was true of the library program. I have in mind 
an item for $5 million to be used for translation, primarily to pro- 
vide for cheap-cost books in Japan. 

Mr. Rew. That is right. 

Senator Humpnurey. Or in other areas, too. But we were running 
into some real problems, as you remember, with Soviet competition in 
Japan on certain types of books. 

Mr. Re. Yes. 

Senator Humenrey. I notice here that of the $5 million equivalent 
allocated for the purpose during the fiscal year, only $1,400,000 had 
been earmarked for this purpose. The United States Information is 
supposed to use the earmarked equivalent for protective programs in 
other countries. Plans for fiscal 1958 provide the use of $100,000 of 
American textbooks for translation. Nothing else is programed. 
And now the programing obviously comes from the agencies. You 
do not program in the Bureau of the Budget ? 

Mr. Ret. No, sir. 

Senator Humrnrey. You allocate? 

Mr. Rep. We allocate on the basis of the requests received by us. 

Senator Humpurey. This is why I was asking the question. This 
is the only reason. The USIA was making quite a fuss over dollar 
appropriations not long ago. 

Mr. Rem. That is right. 

Senator Humpnrey. Here is money available to USTA, $5 million, 
and they didn’t even program it. I am sorry I didn’t think about that 
last year instead of 2 weeks ago. 
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Senator Arxen. I notice, Mr. Reid, on page 5 of your statement, 
you say: 


Now that some experience has been developed the Department is being requested 
to develop a fuller program justification for additional requests and to present 
reasonable evidence that the proposed expenditures will in fact result in ex- 


panded markets for American agriculture. 

That indicates that there is some doubt in your mind whether the 
program as it has operated so far, has contributed to expanded markets 
for American agriculture. 

Mr. Re. Not at all, Senator. It has been that on the basis of the 
initial experience with the market development program, we have 
felt that there were certain points on which we should ask the Depart- 
ment of Agriculture to satisfy us, as reasonably as possible. 

One of these points relates to the likelihood of the expenditure of 
these foreign currencies in a given country actually contributing to 
the development of a dollar market for American agricultural prod- 
ucts, as was discussed this morning. 

In a fair number of instances, we are developing large local cur- 
rency holdings in countries which do not have very many dollars. We 
have wanted to be sure that we do not create a situation in which we 
develop an overwhelming desire for American agricultural products 
which can be met only if there is an availability of United States aid 
to provide the dollars. 

Senator Arken. You cannot say, however, that the sale to a certain 
country for the currency of that country does not contribute to an ex- 

anded market. If by making the deal with one country you make 
it possible for that country to establish business with another, which 
in turn may be able to expand its own use of American agricultural 
commodities, you therefore increase foreign trade. 

And by increasing the levels of prosperity in one country, even 
though they do not buy directly American commodities, that might 
indirectly result in increasing the dollar market for American agri- 
cultural products generally. 

Mr. Rep. That is entirely possible, sir. What we do want to make 
clear is that somewhere along the line there will be some dollars which 
will flow back to us from the market development activity. 

Senator Arxen. I know it is a hard thing to prove it in some cases. 

Mr. Rem. Yes, sir. 

Senator A1rkEN. But we do know this that since the mutual security 
program and Public Law 480 got under way, there has been a tremen- 
dous increase in international trade generally of which we have re- 
ceived at least our share. 

Senator Humpnurey. That is right. It is like the bulletin issued 
by the National Education Association and the United States Cham- 
ber of Commerce, I recall, pointing out where educational standards 
are higher, where you have the better schools, and better teachers, 
and more children attend school, there seems to be a tendency to have 
better economic growth in the area, better wages, better homes. It 
is indirect, but itisthere. I think Senator Aiken’s point is well taken, 
that you might not get a direct impact in terms of American sales or 
exports to a particular country, or dollar sales, but by aiding country 
X with surplus foods, that country, by having its standard of living 
lifted a little, may be able to trade with country Y. Country Y, in 





196 POLICIES AND OPERATIONS 


turn, because it has stepped up its trade with country X, can buy some- 
thing from the United States of America. 

It is like they speak of the N-H bomb, the fourth power, or the 
third power. It gets down the line indirectly. But it begins to affect 
the stream of commerce. 

Senator Arken. You may recall that we had legislation which 
granted a $150 million rev olving fund to Japan for the purchase of 
American cotton. 

Senator Humrenrey. Exactly. 

Senator Arken. And they moa sell the products of that cotton to 
any country they wanted, taking the currency from whatever countr 
they wante 1d, so long as ev entually they got dollars back to the United 
States. I recall the result was we not only had returned the whole 
$150 million but some interest for the little help we gave. What they 
traded it for, Heaven knows. But I suppose largely in Southeast 
Asia they dev eloped some markets. 

But as I recall, the entire fund was eventually recovered, with a little 
bit in the way of interest. 

Mr. Rem. Yes. 

Senator Humpurey. Mr. Reid, one other point. I notice on page 
6 of your prepared statement, you again state a problem that was 
referred to a moment ago. You say here, “While provision has been 
included in a number of sales agreements for the use of the proceeds 
for USIA books programs, under section 104 (i) or for assistance to 
schools or community centers under section 104 (j), the process of 
collecting adequate data from the field on which to build allocation 
requests has proved to be a long one. 

“Six allocation requests under these sections are now being con- 
sidered by the Bureau.” 

That happens to be an area in which I and many members of Con- 
gress have a keen interest—Senator Fulbright, Senator Mundt, Sena- 
tor Smith, and Senator Aiken, myself and others—we have discussed 
this book program, the school program, the exchange program. We 
have done so at length. 

What is the trouble? I recall a year or so ago I had information, 
a whole big notebook full of it, as to the need of expanding our book 
program. For example, I was told recently about our mobile libraries, 
definitely in the Middle Eastern countries, Southern European 
countries, Israel is getting one now, Lebanon w as being considered for 
one, and Greece—these are mobile USIA libraries. W hy aren’t they 
programed? What isthe problem? Does anybody know? 

Mr. Rew. I think Mr. Hutchinson has some notes on that. 


STATEMENT OF EDMUND C. HUTCHINSON, DEPUTY CHIEF, INTER- 
NATIONAL DIVISION, BUREAU OF THE BUDGET 


Mr. Hurcuinson. My notes cover the question of the building of 
centers and that sort of thing. 

Senator Humpurey. That is w hat I was interested in. 

Mr. Hurcutnson. I cannot give you specific detail on the publica- 
tion of books at the moment, I don’t have it. 

Senator Humpnrey. Do you know where we can get it ? 
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Mr. Hutrcutnson. I can get it for you. I can give you now the 
sort of problem we have in connection with the binational centers and 
libraries, and that sort of thing. 

Senator Humpnrey. Are you interested in this? 

Senator Arken. Yes. 

Mr. Hurcutnson. This illustrates the sort of review we have to 
give to the program. 

Senator ArkEen. Yes. 

Mr. Hurcuison. We will have a request for a binational 

Senator Humrurey. What do you mean by a binational center / 

Mr. Hurcurnson. That is a center which will be operated and 
owned by an association of nationals of the United States and the 
country concerned and used for cultural, educational type purposes, 
and so on. 

Senator Humrnrey. Where are they generally established ? 

Mr. Hurcuinson. The agencies have proposed them in about six 
places now. For example, ‘they are proposing one in Madrid. The 
Japanese will probably build a binational center. 

This | is one the agency has not made up its mind about, whether it 
wants to make it a binational center or a complete United States in- 
stallation under their 104 (f). 

Madrid, Turkey, Japan, and Brazil—that is where they are now be- 
ing considered. An American sponsored school in Italy is also being 
considered. 

Senator Arken. Haven't we had smaller organizations of that type 
in Latin-American countries in the past? I do not know whether they 
were exactly the same thing. 

Mr. Hurcnrnson. I am not familiar with that. 

Mr. Rem. USTA has libraries and the like. 

Senator A1rKEN. Schools are being operated in Latin America. As I 
recall it, the country where they were located paid about 95 percent 
of the cost. 

Mr. Rem. The amendment to Public Law 480 last year will permit 
the use of some of these currencies for schools abroad. 

Senator Humrnrey. That is what I was trying to allude to this 
morning. 

Mr. Hutcninson. That is true. For schools and binational centers. 
I think the problem is really this: the field is just recently beginning 
to submit programs for this purpose. They are not quite sure of the 
sort of data that is required. For ex: imple, they will estimate a local 
currency cost for a building. They will include a plan for the building 
with the materials and that sort of thing. Then when it comes in we 
will find that in fact to construct this building will require dollars. 

And we have to find whether the appropriation includes dollars for 
that. And they have to go back and make that kind of analysis. 

Senator Humrirey. Why would it require dollars? 

Mr. Hurcninson. Take the case, for example, w here the specifica- 
tion provided for a lot of glass which would have to be imported. It 
is this sort of thing that has caused the delay. 

We have to examine it. Then the agency has to go back to the field. 
If you provide it with glass, you will have to have dollars. If you 
do not have dollars, you will have to change your specification, an! 
this causes delay. 
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Senator Humpurey. How did the Turks build buildings? They 
do not build them with dollars, do they ? 

Mr. Hurcuinson. No, sir. 

Senator Humrpnrey. Why don’t we build buildings like the Turkish 
people? Turkish currency works over there. I am just putting this 
down; this is what always disturbs me. Why do Americans constantl 
have to do something so different? If you are going to build a build. 
ing in Madrid, build it like the Spaniards do. They don’t need any 
dollars to build ther ‘e—they build them with their local currencies. 
Why can’t we? It is the same old currency, same old country. 

Mr. Hurcutnson. I think we are doing this. This is what we have 
to be sure or, that what is being proposed can be done. In all fairness, 
[ think you have to say that the agencies haven’t had experience with 
this kind of program. It does take a little time to get it up. 

The people may not have had experience with building in particu- 
lar countries. The proposal has to be checked. 

Senator Humpnrey. You are very charitable. I have run into this 
before. Why somebody insists dollars are necessary to build in coun- 
tries where there are local currencies available is a mystery. People 
for 500 years or 5,000 years have been building with local material, 
with local currency, in many of these countries. 

Why do you have to bring over Uncle Sam’s dollars to construct a 
building in a country like Turkey, when the Turkish have been build- 
ing it without dollars?) They would like to get dollars, I know. 

Mr. Hurcutnson. I think we are agreeing with your point of view. 
I think it is a question of the people getting the experience to be sure 
that they provide that kind of a Saildine or that kind of a program 
that does require only local currencies. There are quite a number of 
problems of this sort, and they have to be worked out, and it takes 
some time until the program gets moving. 

Senator Humpnrey. W ell, now, I agree that it always takes time. 
I am not trying to be critical about it. But one of the problems that 
disturbs me is that this program has been under way since 1954. 

Mr. Hutcutnson. Not the 104 (j) program. 

Senator Humrnurey. I mean the Public Law 480 program. The 
currencies were available—started to be available in calendar year 
1955. They surely were available, many of them, in 1956 and fiscal 
1957, and yet slightly under $400 million of currencies have been pro- 
gramed in terms of projects. 

There is a billion dollars of programing that is still in the nebulous 
stage. There is actually a billion dollars not even collected from sales. 
The money is not in the bank yet from sales that have been made. 
That is understandable. There are some delays. But what of the bil- 
lion dollars’ worth of sales that have been collected? There is only 
$380 million that have actually been put in project form. 

It just seems to me that this lends some validity to my suspicion—I 
won’t say my certainty, but my suspicion—that there has not been the 
same kind of diligence i in the use of local currencies. I notice when 
you get these dollars out, the agencies can put them to work imme- 
diately 

Mr. Ret. I suspect that may have in part to do with the fact that 
the dollars are appropriated only for 1 year. If they have not been 
used by the following June they revert to the Treasury. 








POLICIES AND OPERATIONS 199 


However, these local currencies being available for a longer period 
of time perhaps makes a difference. I don’t want to be unfair, but I 
think if I were the budget officer of an agency I would use my dollars 
first. 

Senator Aiken. If you had 2 apples, and if by 3 o’clock in the after- 
noon you did not take one, somebody would take it away from you 
and the other one you can keep all day and eat as you want it, you 
will eat the one you will lose first. 

Mr. Rei. I would suspect so. 

Senator Humrurey. It is another way of saying, if you give them a 
few less dollars—I hate to say this, because we are opening up the 
debate on mutual security—if you give them a few less dollars it might 
help. 

Senator Scorr. I have run into some apples that look good on the 
outside, but when you get into them, the apples are something else. 

Senator Arken. What was the timelag—the average timelag be- 
tween the receipt of the currency and getting it to work in some way ? 
You say you have got $800 million now that “has not been put to work. 

Senator Humeurey. Between seven and eight hundred. 


Senator Arken. How long does it take? How long since you have 
been taking in that $800 million? 


Mr. Rei. Two and one-half years. 

Mr. Garnetr. About that. 

Mr. Rew. About 214 years. 

Senator Arken. You took in how much in 214 years? A billion 
eight? 

Mr. Garnett. No, sir, about a billion three. 

Senator Arken. How much? 

Mr. Garnett. Billion three has actually been processed. 

Senator Arken. All right. How long did it take you to take in the 
last billion ? 


Mr. Garnetr. The program has accelerated rapidly in the last 
several months. 


Senator Arken. I was wondering how long the average time lag 
is—whether 6 months or a year ? 

Mr. Garnett. I can answer it this way, from the time the com- 
modities are shipped until we get a report through Treasury that 
they have been deposited, from 6 to 8 weeks. 

Senator Arken. But then, how long after that do you get the for- 
elgn currency ¢ Do you get that promptly { ? 

Mr. Rem. You mean the use of the currency after it is deposited 
in the Treasury ? 


Senator Arken. How long does it take to get that foreign currency 
in use ¢ 

Mr. Rem. I would say it would depend on the country. Unfor- 
tunately this is an equivocal answer. In some countries, where the 
United States holds very little local currency, we literally put it to work 
the next day, by Treasury sale to the agencies. That is true, for 
example, in Turkey. 

Senator Arken. What about Italy? 

Mr. Rem. AsI recollect it 

Mr. Garnett. We have been under pressure many times in Italy, 
trying to get currency to meet expenditures of the United States, 
on a current basis that they have been used down rapidly. 
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Senator Arken. That is used almost immediately ? 

Mr. Rem. In some of these instances if we did not use it immedi- 
ately, the Treasury or the agencies would have to go out in the market 
and pay dollars for it, because we are currency short. 

On the other side of the coin, however, there are a few countries 
to which we have sold these commodities for local currencies where 
our holdings exceed the likely immediately utilization. 

Senator Humpurey. That is the problem. If you had complete 
transferability or convertibility you could cut back on some of these 
dollar appropriations. 

Mr. Rew. Yes, sir. 

Senator Humpnrey. The trouble is that you make sales to coun- 
tries in which you do not have much programing. I noticed there 
was on hand on March 31, about 1,255,809,000 in dollar equivalents 
of foreign currencies, and $1,356,400,000 in anticipated receipts. Of 
that 1,255,809,000, about 400 million has been actually programed 
_ projects that are underway. I think we need to get the record 
clear. 

In some countries, such as Italy, you have a demand for the local 
currencies equal to or above the available supply from any Public Law 
480 operations. That is right? 

Mr. Ret. Yes, sir. 

Senator Humpnurey. Maybe in another country, let us say, like in-—— 

Mr. Ret. Yugoslavia. 

Senator Humpurey. That is an example, where you put in a good 
deal of food, sold it for local currency, and do not have programs or 
projects that you can use the currency on. Here is where Senator 
Aiken’s suggestion comes in. 

If that currency could be used in some sort of a multilateral opera- 
tion, to buy, for example, for another country 

Senator Arken. It would have to be used with the consent of the 
country from which it was received, and that is not always easy. 

Mr. Rew. That creates a problem, because this again is a two-sided 
affair, and the other country is expecting some benefits, too. And if 
goods it might itself sell for dollars or hard currencies, are going to 
be picked up with these local currencies and shipped abroad, then they 
are dissatisfied. 

Senator Humpurey. That is a tough one. Yugoslavia is a classic 
example of where you have charged off something to the Commodity 
Credit Corporation as a loss, because the CCC does not include these 
currencies as an asset until they are converted into dollars; isn’t 
that right? 

Mr. Destein Right. 

Senator Humpurey. The foreign currencies are charged off to the 
American public as a loss, unless they are converted. But in Yugo- 
slavia you cannot convert very well; therefore, the Commodity Credit 
Corporation, a branch of the Department of Agriculture, subject to 
the agricultural policy of the Congress, is charged with the defense 
responsibility. Isn’t that fair statement on Yugoslavia ? 

Mr. Garnett. Yes. 

Senator Humpnrey. Thank you. [Laughter. ] 

Mr. Harvey. I thought it might be helpful to review the figures. 
The total of Public Law 480 sales the Treasury reported as of March 
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31—this is a Treasury report that I am reading from—the total of 
agreements was $2 billion, in round figures. At that time, roughly $114 
billion was allocated. In other words, firm, definite decisions had 
been made of what the money was to be used for. Also at that date, 
$240 million had actually been disbursed, paid out, and of that, $151 
million was piad out for loans, and the remaining for other purposes. 

Including sales by the Treasury to the Department of Defense, or 
State or other agencies 

Senator Humpurey. We had testimony this morning of figures that 
were bigger than this. 

Mr. Rew. I think they must have been dated later. 

Senator Humpurey. They were May figures. 

Mr. Rei. The Treasury gets out a quarterly repport, and con- 
solidates all of the agency figures 

Mr. Harvey. The $380 million figure given to you by Mr. Hollister 
was for loan agreements made. Of those $380 million of loan agree- 
ments made, $150 million had oe paid out, actually. 

Senator Humpnrey. What he said to us is there were loan agree- 
ments made in which all details were agreed upon. This was not 
merely alloc ation, but the actual deal had been consummated and the 
program was underway. And you are saying that of the amount, 
$150 millon has been paid out ? 

Mr. Harvey. Yes. 

Senator Humrurey. Put to work in the field, right 

Mr. Harvey. Yes. 

Senator Humrnrey. This is a complicated business, but it is surely 
interesting. 

Mr. Harvey. Is is a complicated business. 

Senator Humpnrey. I want to ask Mr. Reid a question or two here. 

What is your appraisal, Mr Reid, you and your associates, of Public 
Law 480’s benefits or savings to other agencies as a result of foreign 
currency ¢ 

Mr. Rem. May I answer that in general terms, Mr. Chairman ? 

Senator Humpurey. In general terms, and then we will try to pin 
you down to a few more specific terms. 

Mr. Rem. Let me say that from the point of view of the Bureau 
of the Budget, we can visualize both pros and cons as far as the 
program as a whole is concerned. The program had made it possible 
to ship certain of these commodities abroad and reduce our stocks. 
It has advantaged other United States Government programs which 
have been broader in nature than they would have been if the pro- 
grams had been based only on dollar appropriations. 

It obviously has benefited people of foreign countries, and it also 
has returned some dollars to the Treasury. Those all may be con- 
strued as benefits. 

The disadvantages, of course, have been mentioned to you in the 
last 24 hours or so. The possibility of reduced dollar exports, the 
possible antagonism created on the part of other countries where they 
feel we have undercut their mar kets, the possibility that the program 
may have stimulated some production at home which might not other- 
wise have existed. 

Senator Humrnrey. Let’s stop on that one for a minute. 

Mr. Rei. I called it a possibility. 
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Senator Humpnrey. Let us see how possible that possibility is. 

This program came into being at the very same time that efforts 
were being made to restrict production—quotas, acreage allotments, 
acreage quotas, acreage reserve, production reserve. 

In other words, a tremendous effort has been made at home to cut 
acreage, restrict marketings, and limit production. Hasn’t that been 
right ¢ 

Mr. Rew. With regard to certain commodities, yes, sir. Perhaps 
if we dealt with some of the commodities which were bought up under 
the programs which have not been under price support, or not under 
loan, you would have a slightly different situation. 

Senator Humrurey. Is there any evidence that will substantiate 
even the remotest possibility that by the presence of Public Law 480 
on the statute books, and its administration, that farmers have been 
encouraged to produce more to meet Public Law 480 requirements ¢ 

Mr. Re. I would like to refer that to Mr. Garnett. 

Senator Humenrey. Do you think so, Mr. Garnett ? 

Mr. Garnetr. Well, the only case where it could have such an effect 
would be in nonsupport or noninventory items. 

Senator Humrnrey. But those aren’t Commodity Credit items, are 
they ? 

Mr. Garnett. No, sir, but we have programs where about 4 percent 
of the total have been nonsupport items. 

Mr. Rem. The dollars are spent directly by CCC. 

Mr. Garnett. Those include lard, tallow, some meat. 

Senator Humpnrey. But those have been surely surplus items. The 
bog crop of 1955 was not particularly affected by the knowledge that 
Public Law 480 was in effect, was it? 

Mr. Garnett. The effect would be that the movement or program- 
ing of rather large amounts of lard has certainly strengthened the lard 
and hog market. That has had an immeasurable effect, to the extent 
that these higher prices could stimulate some production. Certainly, 
this is an economic possibility. It certainly isn’t measurable. 

Senator Humpnrey. You say it is a remote possibility ? 

Mr. Garnett. Yes. The only place where it could lave this effect 
is in these nonsupport items where a programing under 480 had a di- 
rect market impact, or direct effect in raising the domestic market. 

Senator Munpr. You would not necessarily call that a bad effect 
on the national economy, would you, Mr. Garnett, if that provides a 
better market, better prices, for the farmers, and gives them greater 
benefits? It is on the asset side, rather than on the liability side. 

Mr. Garnett. It was done to strengthen the market, to move out 
glutted stock. 

Senator Humpurey. What really happened was purchases were 
made of meat and of lard and of other perishable vedi in particu- 
lar, to strengthen the market, and you found in Public Law 480 the 
outlet ; isn’t that true? 

Mr. Garnett. That is true. 

Senator Humrpurey. It wasn’t that Public Law 480, as such, wasn’t 
used as a means to step in and purchase beef, lard, or whatever else 
it was. The purchases were made, many of them, under special ap 
propriations of Congress, or under section 32 funds. 
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The material or goods is in the hands of the Government now. The 
Public Law says, here is Public Law 480; here is a need; they are short 
of fats and produce; we will appropriate it. Right? 

Mr. GARNETT. No, sir. 

The Public Law, the funds in the Commodity Credit program were 
used to credit some nonsupport, noninventory items. 

Senator Humpurey. When they were in long supply. 

Mr. Garnett. When they were declared by the Secretary of Agri- 
culture to be in surplus. 

Senator Humenurey. That is what I said. These were Public Law 
480 funds? 

Mr. Garnetr. Yes. 

Senator Munpr. Why doesn’t that show that Public Law 480 en- 
ables section 32 to work more for the Government? You have to go 
‘into section 32 to buy these supplies anyhow. This gives you an item. 
One supplements the other, the way you described it. 

Mr. ansanes: This is right. 

Where, in section 32 funds, products that would be declared sur- 
plus would be purchased and used domestically, under 480 they are 
moved out of the domestic market. 

Senator Arken. You have a little pressure at the seams in the cotton 
situation right now, to which Public Law 480 has contributed, has it 
not? I refer to the large sales of cotton for domestic currency in for- 
eign countries. Does 480 come into that directly ? 

Mr. Garnett. We have programed 21% million bales of cotton under 
480. This, of course, has contributed to the very large export of 
cotton. 

Senator Arken. Until now, we are faced with a situation as to 
whether we will expand the acreage considerably in order to supply 
the foreign market, which has been generated, and which promises 
to continue, or whether you will retain the acreage, up prices, and go 
along in that line. 

Senator Munpr. Are you saying, George, that this Public Law 480 
program is a sort of pump primer for foreign markets ? 

Senator Arxen. I think it has primed the market for cotton, defi- 
nitely. 

Senator Munpr. Which should be on Mr. Reid’s credit side of the 
list. 

Senator Arken. I don’t know how much cotton has been sold under 
title I. 

Mr. Garnett. 21% million bales. 

Senator Arken. Out of a total of 7 or 8 million bales. I would say 
that was pretty good priming. 

Mr. Garnett. I think that it would be unfair to say that there 
haven’t been a good many other factors that have affected the large 
export of cotton. 

Senator Arxen. Oh, yes, there have been 
Of course, the lowering of the price put it right into the competitive 
field. 

Senator Munpr. Now that we have taken a couple of Mr. Reid’s 
abilities and put them on the star-studded side of assets, I had ex- 
ee? to read from your liability list some statement that perhaps 

ublic Law 480 had run into conflict or competition with private 
American exporters abroad. 
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I wonder if you have any information along that line. 

Mr. Rew. I hadn’t finished my list. 

Senator Munpr. We have cut it down pretty short. 

Mr. Rew. That actually isa point that I did have. 

To the extent that you have government-to-government sales con- 
tinuing under this program, you have a lag, at least, in getting the 
Government out of the business. 

Senator Munpr. But that would be opposite, would it not, to the 
extent that what Senator Aiken said is true: That this is a pump 
primer that creates the market after Public Law 480 ceases to supply 
it? Even though you might temporarily have a conflict, in the long 
run the pri rate exporter himself might be a beneficiary of Public 
Law 480. 

Mr. Rew. I would certainly hope he would be. 

Senator Humrurey. Isn’t it also true that under 480, private ex- 
porters are doing a good deal of the exporting ? 

Mr. Garnett. All of it. 

Senator Humrnrey. That is right. They are developing market 
contacts. I have witnessed this with my own eyes. They are develop- 
ing a knowledge of market operations in other countries under new 
laws where you have new regimes. 

There are many advantages involved here for the private trade that 
it would never be able to undertake if it were just out on its own. 

Mr. Rei. The point I was adverting to was that these are Govern- 
ment agreements, and that, while these may at the moment help the 
exporter, we would hope in the long run that the Government would be 
out of the picture and the exporter—— 

Senator Humenrey. We are also dealing in the kind of world in 
which there are going to have to be some government-to-government 
agreements if our exporters are going to be able to export. The ex- 
0rter will have to work within a framework—I regret to say, but it 
is a fact that in some areas the exporter will have to work within the 
framework of a government shell, so to speak, or government network. 

Mr. Rem. Umbrella. 

Senator Humpurey. Or umbrella, yes. 

Mr. Rew. The other point I had wanted to mention, aside from 
the obvious dollar cost of the program, which does concern us some- 
what, is this: 

As we make these commodities available in foreign countries for 
local currencies, and as their standards of living rise ‘proportionately, 
it seems to us, in the long run, there is bound to be a difficult question 
of what happens when the faucet is turned off. Does the economy of 
the underdeveloped country fall back because it had relied too heavily 
on the availability of the American product ? 

Senator ArkEeNn. I am not worried too much about that. I think that 
with these operations we are working toward adequate production of 
each commodity in that part of the world which can produce it best 
and cheapest. While we may, some of these countries may, have to 
stop looking to the United States for some things they have been 
getting here, yet in other commodities, particul: why of wheat and soy 
beans and cotton, it looks as if we would be a major world supplier 
for some time. 

However, the rest of the world, as they increase their economic levels 
and become more able to buy, may not be able to buy it for the same 
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price that they can, or under the same terms that they do now. That 
is something that has to be gr adually worked out of. 

In the long run, if we get rid of some of the uneconomic subsidies 
that some countries pay for production in order to make themselves 
self-sufficient, and get them to trading with the other countries where 
they can secure the commodities for half what it would cost them to 
produ ‘e them themselves, and in turn to trade something which they 
can produce better, whether agricultural commodities or manufactured 
goods or whatever it is, I think we are all better off in the longrun. I 
hope the time never comes when the whole world is particularly satis- 
fied with its position, because that would be too bad. But I am not 
worrying about that time, either. 

Senator Humrmrey. Mr. Reid, isn’t it also possible that, with the 
export of these surplus commodities to certain countries, those certain 
countries are able to undertake economic development projects which, 
if con npleted, provide for a greater productive base within the country, 
and which, if there is no unusual world catastrophe, may provide for 
better living standards for years to come for their own people, there- 
by bettering trade in the world scene? 

Mr. Re. There can be no question about that, sir, and it is for that 
reason that the majority of these loan funds have been put into eco- 
nomic loans. 

Senator Humpurey. I did have the food ministers of a couple of 
countries comment to me on this. One said to me, “Because of your 
program, we will never be able again to go back to the miserable con- 
ditions that we had. Because of your program, Public Law 480, never 
again will the people of this country tolerate the conditions they lived 
in before.” 

This is an old American habit. We are all the time going around 
and opening people’s eyes. This is one of the great rays of hope in 
the world. We have had too much of the world sound asleep, a victim 
of a kind of spiritual inertia. What has happened is we have got one 
of the best exports of the country, a restlessness ; a restiveness. As 
Toynbee said, “We have a revolution of expectation.” This is the real 
revolution today. People just expect more. 

\<s my daddy used to say, “Never show them the Sears, Roebuck 

slog if you don’t want them to have what is in it.” By the way, 
that was the most popular book in the public libraries overseas. The 
reople got a look at that catalog, and they haven’t been happy since. 
Many weren't happy until they started getting what was in it. And 
Td don’t b lame them. 

Tt is a great deal like many of our people who got to eating T-bone 
steaks when they had been on a hamburger diet. We put them back 
to hamburgers, and they say, “We are starving,” and I don’t blame 
them. I had to eat hamburgers for a while, and I didn’t like it either. 
Well, we have been philosophizing a little bit, but let’s get back to 
some questions. 

How much of the agencies’ programs have been expanded beyond 
available dollar appropriations as a direct result of Public Law 480 
since local currency was available instead, or in supplement? Have 
you any idea of that? 

Mr. Rerp. Tam sure we can put a table in the record. 

Senator Humrurey. Have you got it right there? Why not make 
that available in answer to that question ; just put the table in. 
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Mr. Harvey. I can read off the figures if you like, Senator, or shall! 
we put it in the record ? 

Senator Humpurey. Just put it in the record to save time. 

(The table referred to is as follows:) 


Foreign currencies apportioned to agencies for use without purchase 


As of Mar. 31, 1957, the following dollar equivalents of Public Law 480 foreign 
currencies available for other than loans and grants to countries had been appor- 
tioned to the agencies shown for use in addition to their dollar appropriations. 


Department Department | Department 
of Agricul- GSA (pur- | of State of State 
Country ture (for chase of (see. 708 (c), | (for educa- Total 
market de- strategic Public Law tional 
velopment) materials) 118, a 16, exchange 
1953) program) 





Argentina - 


$130, 000 | $116, 271 $256, 271 
Austria 


700, 000 ; 700, 000 
eS ee 700, 000 3, 154, 200 | , eet ed fe 3, 864, 200 
NN heii eee aeccaxcandeddcel 9 See 150, 000 
Chile . : | 190,000 |_._.__- ae t 275, 000 
Colombia - : 733, 976 al ae 743, 976 
Ecuador-__-- = 50, 000 |_._-- a ESS 55, 000 
ET ee ae aa umabet eae al 10, 000 
Finland siete _ 300, 090 |........-. | E 7 305, 000 
| 585, 000 | Baad bids i 585, 000 
Germany ; IR A. cc Be ee So mys : 
SNORE. cena ; 325, 000 
Indonesia. - - - - - 300, 000 
| 200, 000 
300, 000 |__ 
1, 701, 000 | 
2, 727, 125 
peal 400, 000 |__- 
Netherlands.--.....-.--- ; 247, 500 |__- 
Pakistan | 448, 000 | 
Dc diidesgink inate = : 20, 000 
Rete Scnarye eae 200, 000 
Spain - sen , 000, 000 
os tikch ania. : on 200, 000 |... 
Turke as poset 290, 000 | lene a Se 
Yugoslavia._....._..- a SO eS be . 300, 000 


a i “i d ; santana 

















“7 
7 -| ; 5 none 
--| 13,177,601 | 3, 154, 200 =| 92, 329, 471 16, 753, 272 


Nore.—In addition, the amounts shown below had been apportioned to the Department of Defense for 
construction of military family housing. While the Department of Defense is not required to purchase 
these currencies with appropriated funds, the CCC receives: reimbursement over time from the appropria- 
tion to the Department of Defense for quarters allowances. 


Country: Amount 


Austria...___- edsasedaeeabeeee MU a eet oe ; ... $6, 400, 000 
y . = i ie a act ; aut sn : ‘ : ééatcsuenae 1 ee 
Japan _- seek eobbabed ; . 17, 000, 000 
Spain __--_- : : 1, 336, 000 
United Kingdom. b ‘ 


‘ = . 47, 673, 500 
Collection rates have been used in computing dollar equivalents. 


Senator Humpurey. Have you given the names of Government 
agencies and number of departments and agencies who have used 
foreign currency accounts that have been built up in foreign nations 
as a result of Public Law 480% Do we have that? 

Mr. Harvey. Yes. 

Mr. Hurcurnson. You couldn’t give them all, because some are 2 
straight purchase by an agency from Treasury. I don’t think Treas- 
ury would have a record of what particular agency purchased it 
from them. It would be possible to give a list of agencies which 
have used the currencies free. 

Senator Humpnurey. That is right. That is what I had in mind. 
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I believe that in the Bureau of the Budget’s reply to such questions 
that I asked, there was an indication or a statement to the effect that 
funds had been used for purposes for which dollar appropriations 
would not have been requested had these proceeds not been available 
under Public Law 480. Do you believe that these programs which 
have been financed have helped our foreign policies? By that I mean 
these programs that have been financed by this foreign currency 
over and above dollars. Have these helped the foreign policy ? 

Mr. Rem. I believe, sir, that in particular instances of the expen- 
ditures that you have in mind, our foreign policy has been aided. 
I would have to add, as the State Department pointed out to you 
yesterday, that in its judgment there may also be some offsets as far 
as our general foreign policy is concerned. But there are unques- 
tionably particular instances where moneys which have been spent in 
addition to our planned programs. 

Senator Humpnrey. Do you have some idea as to what some of 
the programs would be for which you believe we would not pay 
dollars but are willing to push ahead as long as foreign currencies 
are available? 

Mr. Rem. Mr. Hutchinson mentions military housing. We only 
have a given amount of dollars available for our military construc- 
tion program as a whole. This has meant a tendency in many foreign 
countries to go to rental housing on the local economy. As I have 
mentioned, in the United Kingdom and in Japan, we have been able 
to use these currencies to very considerable advantage to build mili- 
tary housing, and this in turn will bring dollars back to the CCC. 

Senator Humpnrey. It brings dollars back, and will save dollar 
appropriations if the equivalent amount of housing were built? 

Mr. Retp. Yes, sir. 

Senator Humpnrey. Furthermore, is it not true that American 
personnel overseas has put a tremendous pressure upon local hous- 
ing facilities, and would have done more so if it had not been for 
Public Law 480 funds? 

Mr. Rem. Yes, sir. In many countries, certain housing markets 
are extraordinarily tight because of American requirements. 

T might also say that market development as an aspect of Public 
Law 480 expenditures represents a program which might not have 
been covered as fully in dollar appropriations and which is benefited 
by Public Law 480 local currencies. 

Senator Humpnrey. Mr. Logan has been my staff consultant on 
these questions, and we have been looking over all these prepared 
statements that came in to us earlier. 

By the way, I want to thank the Bureau of the Budget as well as 
the other agencies for the very fine cooperation we have had. 

Would it be possible to do a better job of bookkeeping for Public 
Law 480 so that not all the costs of the program would be charged up 
to agriculture? 

Mr. Ret. I am not sure I can answer that question directly without 
consultation with the Treasury. The Treasury books would have to 
show the source of the local currencies, Mr. Chairman, as being derived 
from Public Law 480. 

Senator Humrnurey. You know what I am driving at, don’t you? 

Mr. Reip. Yes, sir; I do. 
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Senator Humprurey. I would suggest somebody at the Bureau read 
Senator Russell’s speech yesterday in the presentation of the Senate 
Committee on Appropriations relating to agriculture. There is a deep 
concern among some of us here that Agriculture is getting the blame 
for many expenditures that are not directly related to its programs in 
light of what services are performed for other agencies of Government 
and other policies of Government by these funds. 

Mr. Rew. Yes, sir. One problem as far as bookkeeping is concerned 
is that the source of the funds has to be shown. Beyond that, of 
course, the “bookkeepers” would not be indicating that this was de- 
rived primarily from assistance to agriculture. Even more important 
is the fact that as the law is written agencies are authorized to use for- 
eign currency sales proceeds in addition to their appropriations. 
Under such a system it would be extremely difficult to have accounts 
reflect credit to agriculture for currency so used. However, as I men- 
tioned earlier, the budget document does carry tables to indicate in- 
stances where agency programs will be strengthened by the utilization 
of Public Law 480 local currencies. 

Senator Scorr. In other words, Mr. Chairman, what I am interested 
in, like the sharecroppers down in eastern North Carolina, is by the 
time they take all the “deducts,” we don’t have much for our crops 
down there. 

Senator Humrnrey. What I am trying to ask, Senator, is that the 
Bureau takeout the “deducts” for State, and USIA, and ODM, and 
whatever else it may be, so that what is left as a full expense and cost 
on agriculture is attributed to agriculture or agricultural policies. 
There is evidence, is there not, to the effect that these local currencies 
have relieved or have saved dollar appropriations for programs au- 
thorized by Congress, particularly in our foreign policy area? 

Mr. Rei. There is unquestionably evidence that in certain areas 
that has been true; yes, sir. I might say that one of the problems that 
arises is that it is about 2 years after Public Law 480 allocations and 
apportionments are made—generally the budget of 2 years later—be- 
fore we are able to include in the budget a request for an appropriation 
to the Commodity Credit Corporation to reimburse them for expendi- 
tures incurred in carrying out the program. 

In other words, in the 1958 budget, we have an item reimbursing 
Commodity Credit Corporation for 1956. 

Senator Humpurey. We had one like that yesterday. To you that 
is a reimbursement. Do you see the difference in point of view? 

Mr. Rew. Yes. 

Senator Humpnrey. To the publicists outside, this is another ter- 
rible expenditure by Agriculture. You ought to be out there in the 
wilderness of politics sometime and get rapped with these things day 
after day. 

Mr. Rei. I wouldn’t say the Bureau of the Budget is a sheltered 
institution. 

Senator Humpnrey. Mr. Reid, I want to thank you and Mr. Hut- 
chinson and Mr. A for having appeared here with us today. We 
may want you to come back with us on occasion. I would like to have 
one of your people here when we discuss the voluntary agencies’ pro- 
gram and other programs under consideration. 
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Give Mr. Brundage our thanks for the material that came before 
and will come later. 


(Mr. Reid’s prepared statement is as follows :) 


The program authorized by Public Law 480 is a complex one involving many 
areas of Government activity. We welcome this study being undertaken by 
the Senate Committee on Agriculture and Forestry and have been impressed by 
the spirit in which the hearings are being conducted. 

Public Law 480 had its origins primarily in an attempt to develop a new tool 
to assist in dealing with the problem of agricultural surpluses. Hearings on 
the original bill and on subsequent amendments were conducted by the Agricul- 
ture Committees of the House and Senate with the emphasis generally being on 
developing new ways of moving our surpluses into world markets. This em- 
phasis on domestic agricultural problems was not, however, the sole concern in 
the development of the Public Law 480 program. Considerations of how our 
surpluses might be made to serve foreign policy and humanitarian purposes were 
also of importance. The program as it was finally incorporated into law was 
thus a complex one, combining different purposes affecting many aspects of 
domestic and foreign economie policy and involving activities of several depart- 
ments and agencies. This complexity and diversity of interest is probably in- 
herent in any program involving large scale sales of surplus commodities for 
foreign currencies. The interest of the Department of Agriculture in such a 
program as a tool for surplus disposal is obvious. The placing of large amounts 
of surplus Government-owned commodities into export markets on unusual terms 
is likewise important in our foreign economic policy and in our foreign relations, 
and thus affects the operations of the Department of State. The fact that the 
foreign currency proceeds can be used for a variety of purposes and usually 
without appropriation affects the operations of a number of agencies such as the 
International Cooperation Administration, United States Information Agency, 
Department of Agriculture, Department of State, and Office of Defense Mobiliza- 
tion. Approval of distribution of currency proceeds among various competing 
uses falls in the sphere of the Bureau of the Budget. Questions concerning ex- 
change rates and other fiscal implications of the program are of concern to the 
Treasury Department. 

Because of this complexity of nature and variety of purpose in the law, it has 
been found necessary for the President to delegate authority to several agencies 
in accordance with their particular interest and functions. These delegations 
are contained in Executive Order 10560, as amended. Primary responsibility 
for sales for foreign currency is assigned to the Secretary of Agriculture along 
with all functions conferred upon the President by title I of the act which are 
not delegated to other agencies. More important among the other delegations 
are: 

1. The negotiating and signing of agreements with foreign countries to 
the Secretary of State. 

2. The fixing of amqunts of foreign currency to be used for each of the 
purposes authorized under the act and authority to waive the requirements 
that funds used for nonmilitary grants and not less than 10 percent of the 
foreign currency sales proceeds may be used only subject to appropriations, 
to the Director of the Bureau of the Budget. 

3. The determination of the manner in which foreign currency loans are 
to be made for economic development and multilateral trade, to the Director 
of the International Cooperation Administration. 

The order also assigns to the different departments and agencies responsibility 
for the use of foreign currencies acquired under title I. The most important of 
these include (1) the Department of Agriculture for agricultural market de- 
velopment; (2) the Department of Defense for currencies used to procure mili- 
tary supplies for the common defense; (3) the International Cooperation Ad- 
ministration for currencies used in making loans to promote economic develop- 
ment and multilateral trade; (4) all agencies having appropriated funds which 
may be used in foreign activities are authorized to use currencies which acerue 
for the payment of United States obligations abroad; and (5) the Department 
or State for international educational exchange activities, the publication of 
books and periodicals and assistance to United States schools and colleges 
abroad. The Secretary of the Treasury is responsibile for the purchase, custody, 
deposit, transfer and sale of foreign currencies received under title I sales. 

This necessary division of responsibility has made it necessary that means 
be devised to insure the effective coordination of administration of the program. 
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Accordingly, by direction of the President there was established an Interagency 
Committee on Agricultural Surplus Disposal “to assist the agencies concerned 
in bringing into harmonious action consistent with the overall policy objectives 
of the Government, the various agricultural disposal activities vested in them 
by, or assigned to them pursuant to, the Act.” This Committee is chaired by 
Mr. Clarence Francis and includes senior officials of the Department of Agri- 
culture, Commerce, Treasury and State, International Cooperation Administra- 
tion, and the Bureau of the Budget. The President also asked the Secretary of 
Agriculture “to assure the effective coordination of day-to-day operations through 
appropriate interagency relationships.” To achieve such coordination, the Sec- 
retary of Agriculture established a staff committee chaired by the Administrator 
ef the Foreign Agricultural Service of the Department of Agriculture, and con- 
sisting of staff-level representatives of agencies on the Interagency Committee 
on Agricultural Surplus Disposal, as well as representatives of the Department 
of Defense, the Office of Defense Mobilization, and the Export-Import Bank. 
This staff committee is responsible for consideration of specific proposals for 
foreign currency sales and for developing the provisions of agreements. 

As previously indicated, the primary responsibility of the Director of the 
Bureau of the Budget in the Public Law 480 program is for allocating curren- 
cies among the initial uses authorized by the act and for waiving the require- 
ment for appropriation to cover 10 percent of the foreign currency proceeds and 
any use for nonmilitary grants if such requirement is found to be inappropriate 
or inconsistent with the purposes of the act. 

The first step in connection with the allocation of foreign currencies is made 
during the course of consideration and negotiation of the sales agreement. This 
involves the determination of the amounts of the sales proceeds which will be 
used for purposes of interest to the purchasing country, usually development 
loans, and the amounts to be used for purposes of interest to the United States. 
Most sales agreements do not further specify the division of the sales proceeds 
beyond an indication of which of the various purposes included in section 104 of 
the act the proceeds may be used for. At the time of interagency staff committee 
consideration of the proposed sales agreement, the amount of the sales proceeds 
which may be considered as appropriate for development loans or military as- 
sistance is decided. At the same time, there is usually an informal indication 
from participating agencies of the needs for amounts of the proceeds of the 
agreement for market development, educational exchange, publication of books, 
or assistance to American-sponsored schools and community centers, and for 
military housing as authorized in Public Law 166. At this stage, these indica- 
tions other than for uses of concern to the country are informal and tentative. 
They do, however, permit the Bureau of the Budget to obtain knowledge of possi- 
ble requirements for allocation. 

Since the amount of currencies which are to be used for development loans is 
specified in the agreement itself, formal allocation by the Bureau of the Budget 
of currencies to this use has been found to be unnecessary and the Executive 
order has been amended to remove the requirement for formal allocation for this 
purpose by the Bureau. Use of currencies by the ICA for development loans, 
however, is subject to apportionment of the currencies by the Bureau of the 
Budget in accordance with the apportionment process as described below. Nor- 
mally the Bureau does not apportion sales proceeds for loans unless it is clear 
that the conditions of the sales agreement have been met and that the sales 
proceeds to be set aside for United States uses are or very soon will be available. 

After the agreement has been negotiated, responsibility for allocating the cur- 
rencies among other uses in greater detail is the responsibility of the Director of 
the Bureau of the Budget. Application to the Bureau for allocation is made by 
an agency desiring to use currencies. This request is similar in purpose and in 
form to a Budget request and receives the same screening and analysis in the 
Bureau as is given a request for apportionment of dollar funds. It is reviewed 
by the Bureau in the light of discussion of possible currency uses held at the time 
of negotiation of the agreement, analysis of the requesting agencies program re- 
quirements in the light of appropriated funds avalaible, and other possible com- 
peting uses for currency. The analysis is normally carried out by the same staff 
that worked on the agency dollar budget and usually hearings are held at which 
agency representatives explain and justify their request in detail. Allocation 
often is made in advance of the actual deposit of cash and permits agencies to 


to prepare financial plans in anticipation of the receipt of currencies from Public 
Law 480 sales. 
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Agencies, however, must await apportionment of currencies by the Bureau 
of the Budget before incurring actual obligations against such funds. Ap- 
portionment is accomplished by formal application to the Bureau of the Budget 
upon the same form and in the same manner as apportionment of dollars is re- 
quested. The apportionment process is used by the Bureau of the Budget to 
permit some programs to go forward before receipt of total sales proceeds, to 
insure that total obligations for all programs do not exceed cash availabilities, 
and to permit further program review in the event of any changes in circum- 
stances since time of allocation. 

The most frequent allocation by the Bureau of Public Law 480 sales proceeds 
is to the Treasury for sale to any agency for any purpose for which funds have 
been appropriated to that agency. Allocations for this purpose are requested by 
the fiscal Assistant Secretary of the Treasury on the basis of regular reports 
received from the disbursing officers in the field of deposits into the Public Law 
480 collection accounts and of the status of other Treasury foreign currency 
accounts available for sale. Since all agencies which need foreign currencies to 
carry out overseas operations are required by Treasury regulation to inquire at 
the Treasury concerning the availability of Government-owned foreign currencies 
for their purpose and are further required to use Government-owned currencies in 
preference to purchasing currencies in the open market with dollars, there is an 
effective system for insuring that Government-owned foreign currencies do not 
sit idle while appropriated dollars are needlessly used to purchase additional 
currencies of the same kind. There is a continuing informal check between per- 
sonnel of the Bureau and of the Treasury with regard to status of deposits and 
whether they may be released for Treasury sale or are committed by the sales 
agreement for other purposes. In the absence of such commitments Treasury 
requirements for sales to the agencies are given priority over other uses in both 
amount and timing. 

In the case of moneys requested under section 104 (h) for the Fulbright ex- 
change program the allocation request is normally for sufficient funds to finance 
a 3-year program. Funds are, however, apportioned on an annual basis in con- 
junction with apportionment of dollars appropriated for the program. 

The availability of substantial foreign-currency sums for market development 
abroad has presented the Department of Agriculture with new opportunities and 
has necessitated an essentially experimental approach in this area. Since it was 
clear that the Congress desired to generate a new program in this area the Bu- 
reau initially allocated to the Department the sums requested by it to provide 
a basis for program development. Now that some experience has been developed 
the Department is being requested to develop a fuller program justification for 
additional requests and to present reasonable evidence that the proposed ex- 
penditures will, in fact, result in expanded markets for American agriculture. 

While provision has been included in a number of sales agreements for the 
use of part of the proceeds for USIA book programs under section 104 (i) or 
for assistance to schools or community centers under section 104 (j), the process 
of collecting adequate data from the field on which to base allocation requests 
has proved to be a long one. Six allocation requests under these sections are 
now being considered by the Bureau. 

While it is inherently difficult to relate the use of foreign currencies without 
regard to section 1415 to the normal budget appropriations process, the Bureau 
has attempted to do this to the extent possible and has insisted that full informa- 
tion on the use of currencies be available to the Congress. A general information 
schedule showing the nonappropriated use of Public Law 480 currencies during 
the fiscal years 1956 through 1958 is shown on page 86 of the budget document 
and detailed schedules showing the use of these currencies in relation to various 
ageney programs are shown on pages 77, 173, 261, 363, 498, and 881. In addi- 
tion, several of the agencies have extensively discussed the relationship between 
the use of these currencies and their dollar programs during the course of ap- 
propriation hearings. 


Senator Humpurey. Mr. Garnett, T gather, you are going to stay 
with us during all these deliberations. 

Do you have anv comments to make about Defense Department’s 
activities under Public Law 480? 

Mr. Garnetr. We appreciate their cooperation, that we have had. 
Senator Humprrey. How much more would you like? 
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Mr. Garnetr. We have no complaints, sir. 

Senator Humpnrey. What is the relationship of the Public Law 
480 program as administered by the Department of Agriculture with 
Defense ¢ 

Mr. Garwetr. Well, sir, the Department of Defense is represented 
on this interagency staff committee. They are an end user of some 
of the local currencies, and then in the case of barter they have helped 
to move rather substantial quantities of surplus through barter ar- 
rangements, such as the recent French housing transaction. 

Senator Humpurey. Dr. Mullins and Mrs. Lee, welcome to the 
committee. 


STATEMENTS OF DR. E. I. MULLINS AND MRS. RUTH S. LEE, SPECIAL 
PROJECTS, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 


FOR INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT OF 
DEFENSE 


Senator Humpurey. Under the ‘Mutual ‘Security Act, there was 
$200 million equivalent of commodities allocated to the Department 
of Defense. We upped it a little bit. There was $250 million or $350 
million, I believe, last year. That is a requirement for the Depart- 
ment of Defense to utilize that much dollar equivalent of agricultural 
commodities. Is that correct ? 

Mr. Mutttns. We deal directly with Public Law 480, and that is 
under mutual security, another office of the Department deals with 
that. 

Senator Humpnrey. It may not be defense, but it is for military 
assistance. 

Mrs. Ler. It is for defense support, primarily. 

Senator Humpurey. Thank you, Mr. Garnett, for your cooperation. 
We will be seing you about the 20th. 

Mr. Garnett. Thank you, sir. 

Mr. Motttns. I have a statement which I would like to present for 
the record. 

Senator Humrurey. Do that. 

Mr. Mottins. Since representatives of other departments and 
agencies have covered other aspects of the Agricultural Trade Devel- 
opment Act of 1954 (Public Law 480), I shall limit my brief com- 
ments to the primary interests and responsibility of the Department 
of Defense. 

Executive Order 10560, dated September 9, 1954, assigned the ad- 
ministration of subsection 104 (c) of title I, Public Law 480 to the 
Department of Defense. This subsection provides for the use of for- 
eign currency for “procurement of military equipment, materials, 
facilities and services for the common defense.” Within the Depart- 
ment of Defense, the implementation of subsection 104 (c) is the re- 
sponsibility of the Assistant Secretary for International Security 
Affairs, for whom Mrs. Ruth Lee and I,serve as representatives on 
the Interagency Staff Committee on Agricultural Surplus Disposal. 

Approximately $241 million in foreign currencies generated by title 
I, Public Law 480 sales have been earmarked for. uses authorized by 
section 104 (c) since the beginning of this program in 1954; this 
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amounts to about 12 percent of the total salés, based on export mar- 
ket value. 


Of this $241 million equivalent in foreign currencies, only $170 
million has actually been allocated by the Bureau of the Budget for 


this purpose. The table below gives the current status of 104 (c) uses 
of Public Law 480 currencies: 


Earmarked 


Allocated | Earmarked} Allocated 


Countries: 


Korean 
Yugoslavia 


1 Allocation request pending. 


The foregoing $170 million in foreign currencies have been allo- 
cated to Defense on a nonreimbursable basis. However, a substantial 
part of these funds have been reallocated to the International Coopera- 
tion Administration for defense support closely connected with secu- 
rity needs in the area. The planned uses include the following: 

Pakistan: Approximately 30 percent of the $57.7 million now 
allocated is being used for procurement relating to base construction 
by the United States Army engineers, and the remainder is granted 
to the Pakistani Government to meet defense-support requirements. 

Korea: Of the $48.9 million allocated to Defense, only $11 million 
have been apportioned. The total $11 million was reallocated by De- 
fense to the ICA to provide a defense-support grant to the Korean 
Government. 

Yugoslavia: The total amount allocated to date ($57 million equiv- 
alent) will be granted to the Yugoslavian Government as defense-sup- 
port funds for the purpose of reconstructing the Adriatic Highway 
(known as Jadranski Put). 

Iran: Of the $5.9 million equivalent which has been allocated to 
Defense, $2.5 million has been apportioned (February 1957) as a 
grant to the Iranian Government for procurement of a specified list 
of military items, including food items, tires, batteries, and various 
other equipment. 

Taiwan: Some 20 projects were recently approved by Defense for 
which allocation and apportionment of $4.9 million equivalent in 
Taiwan dollars (NT$) are being requested by Defense. These proj- 
ects include POL pipelines, construction of naval medical center, sup- 
ply warehouses, dock repairs, drydock pier, and so forth. 

Chile: Approximately $60,000 in Chilean pesos have been allocated 
and apportioned (April 1957) as a grant to be used to help finance 
Inter-American Geodetic Survey mapping projects in Chile. 

Peru: Approximately $100,000 in Peruvian soles have been allocated 
to Defense as a grant to be used to help finance Inter-American Geo- 
detic Survey mapping projects in Peru. 

In the absence of Public Law 480 funds, a substantial portion of 
the foregoing 104 (c) funds would have been chargeable to the defense- 
support portion of the mutual security program. However, the fur- 
nishing of this support through MSA funds would have been con- 
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tingent upon the priority of each program when viewed in terms of 
worldwide objectives of the mutual security programs. 

With respect to Peru, Chile, and the other Routh American countries, 
Public Law 480 funds will be used to supplement the United States 
share of the joint mapping projects undertaken by the Inter-American 
Geodetic Survey in each of these countries. In the absence of Public 
Law 480 funds, therefore, these mapping projects would ordinarily 
be financed by a regular military appropriation extending over a 
larger period of time. 

In addition to the Public Law 480 currency earmarked for section 
104 (c) purposes, for which no reimbursement is made to the Commod- 
ity Credit Corporation, the Department of Defense also uses foreign 
currencies acquired through Public Law 480 sales to construct or ac- 
quire military family housing in foreign countries under the authority 
contained in section 407, Public Law 765, 83d Congress, as amended. 
The Department of Defense then reimburses the é ommodity Credit 
Corporation for these currencies from the quarters allowances for- 
feited by personnel who occupy these quarters, after deducting amounts 
chargeable for maintenance and operation. Foreign currencies have 
been allocated to the Department of Defense for construction of mili- 
tary family housing as follows: 


{Millions of dollars] 


Earmarked| Allocated | |Earmarked Allocated 


| 


Countries: | Countries-——Continued 


. } 
Finland ‘ 0 | | United Kingdom. .-_-. 


REL. chins oddanoked .0 | 
Japan 24. . Total 
Portugal - _...---.----| | 


The Department of Defense has a fairly wide use of foreign 
currency varying from country to country. Defense agencies operat- 
ing in various countries purchase Public Law 480 currencies, where 
they are available under the provisions of subsection 104 (f) of title 
I, Public Law 480, to meet miscellaneous requirements in connection 
with base construction and administrative expenses. Since no ear- 
marking or specific allocations are made for these purposes exact 
records are not maintained. However, a rough estimate puts this 
category at between $130 and $150 million, with largest amounts used 
in Spain and Turkey (probably in the neighborhood of $50 million in 
each country); Korea and Pakistan, about $10 million each; and the 
remainder used chiefly in Greece, Italy, Taiwan, and Iran. 

To recapitulate, defense-planned uses, for Public Law 480 curren- 
cies, roughly total more than 25 percent of total programs; 12 percent 
for 104 (c) and about 13 percent under 104 (f). However, actual uses 
to date-approximate only about one-half of planned uses. 

Senator Humpnrey. [ would like to have you cite for me any par- 
ticular points you think we ought to have. 

Mr: Mutsurns. This $241 million shown in the table deals with our 
utilization of local currency under section 104 (c). In addition, we 
present a table here showing the extent of the use of local currency 
for military family housing. 

Senator Humpnurey. You are speaking of subsection 104 (c) of 
Public Law 480. That is under title I. Would this amount to the use 
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of local currencies made available for sale of American surplus agri- 
cultural commodities for the purpose of securing military equipment, 
materials, facilities, and services for the common defense ‘ 

Mr. Muturns. That is right. 

Senator Humrurey. How do you do that ? 

Mr. Muturns. We are represented on the Interagency Staff Com- 
mittee, and when agreements are being formulated, we put in a claim 
after finding out the Department’s requirements in the specified 
country. We put in a claim for a specified amount of local currency 
on the basis of our needs. Needs vary from country to country. 

Senator Humpnurey. In your table on page 2 you show the use of 
Public Law 480 currencies for the purposes of defense activities in the 
countries of Pakistan, Korea, Yugoslavia, Iran, Taiwan, Brazil, Chile, 
Peru, Colombia, and Bolivia. 

Mr. Mututns. That is right. 

Senator Humpurey. $170 million has been allocated by the Bureau 
of the Budget out of $214 million which is available. 

Mr. Mouturns. That is right. 

Senator Humeurey. Available under the terms of the agreements? 

Mr. Muutrns. Yes, and in accordance with earmarking at our re- 
quest before the Interagency Staff Committee. 

Senator Humrnrey. I see. 

Now, we have a pretty big operation in Spain. How come we don’t 
allocate some there ? 

Mr. Muuurns. We have earmarked $13 million for military family 
housing in Spain. 

Mrs. Lee. Are you referring to 104 (c) in Spain ? 

Senator Humrurey. Military equipment, facilities, services, and ma- 
terials, for the common defense. Don’t we use those in Spain to build 
large bases ? 

Mr. Mvuuuns. Comparatively large quantities of local currency 
have been used for base construction and administrative expenses. 

Senator Humpnrey. This is over and above the purchase by the 
Department of Defense? 

Mr. Mututns. No. It is over and above our earmarking, and comes 
under section 104 (£) where it is available for all agencies. 

Senator Humrnrey. To pay United States clteniions abroad ? 

Mr. Muturns. That is right. 

Senator Humrnurey. Why haven’t we earmarked more in Spain to 
pay the labor costs in those bases ? 

Mr. Mutuins. I believe it is explained here in the last paragraph 
on page 4: 

In addition to the Public Law 480 currency earmarked for section 104 (c) 
purposes, for which no reimbursement is made to the Commodity Credit Corpora- 
tion, the Department of Defense also uses foreign currencies acquired through 
Public Law 480 sales to construct or acquire military family housing in foreign 
countries under the authority contained in section 407, Public Law 765, 83d 
Congress, as amended. 

Senator Humrteey. That is for the housing. We are familiar with 
that. 

Mr. Mututns. I meant to read from page 5, the next to the last 
paragraph. , 

Senator Humpnrey. I want you to have the Department of De- 
fense give me a full accounting of all currencies that have been pur- 
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chased in the Treasury or have been acquired in any means or manner 
whatever for the purposes of bases of military construction. 

Mr. Muutins. Later on we have an estimate to put this in more. 

Senator Humpurey. I see we have. Here on page 5 it reads: 

However, a rough estimate puts this category at between $130 and $150 mil- 
lion, with largest amounts used in Spain and Turkey (probably in the neighbor- 
hood of $50 million in each country). 

But we have a $350 to $400 thousand base construction program in 
Spain, a good share of which will be labor costs, Not most of it, but 
a good share of it. I saw these people working on these projects. 
Some of them are American contractors, others are not. Most of the 
subcontracting is done with native firms. I was interested in this 
while I was there. There are 5 bases, 4 air bases and 1 naval base. 
I want to know how much money has actually been programed for 
these bases out of local currencies ? 

I want to know for what kind of activities the currencies have 
been programed or for what kind of service or construction. I want to 
know the relationship of the local currency utilization to the dollars, 
because I heard there were well over $100 million in dollar equivalent 
of loval currency in the bank in Spain. 

Mr. Mouuurns. That must be the currency for their loan share, and 
not available for our use. 

Senator Humpnrey. Perhaps they maybe haven’t as yet been paid 
out. 

Mr. Motutns. That is right. We have tried to obtain some of the 
loan funds for defense use. 

Senator Humrnurey. The answer to these questions may very well 
be that we have programed so much for loans there isn’t very much 
left over for purchases. That may be the answer. I would like to 
know why, so the record is complete. 

Mr. Motus. I think it is 50 percent there. 

Mrs. Ler. I have $9514 million as currently available. 

Senator Humenrey. That is about what I heard. 

Mrs. Ler. Most of that, of course, is under section 104 (f) for use 
of other agencies. 

Senator Humrurey. Now, do you know whether that availability 
is over and beyond any which would be for loans? 

Mrs. Ler. That includes the loans. 

Senator Humpnrey. How much is on loan? 

Mrs. Lee. $112 million. 

Senator Humrpurey. Mr. Harvey, do you have some figures on that? 

Mr. Harvey. There have been sales agreements with Spain totaling 
$184 million. Of that $184 million, $113 million will be loaned back 
to Spain. 

Senator Humpnrey. That is what we call an allocated sum of local 
currency 

Mr. Harvey. This is in the basic agreement with Spain. They buy 
our wheat and soybean oil for pesetas on the agreement that we loan 
a stated share back to them. We then use the rest of the pesetas for 
purposes for which we would otherwise have spent dollars in Spain, 
namely, the construction of these bases. So far, this happens auto- 
matically. The defense people in Spain go to the disbursing officer 
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of the Treasury at the Embassy and say, “Can we have some pesetas 
from you; we have such and such bills to pay.” 

The Treasury comes to us at the Budget Bureau to say, “So much 
money has come in under the Public Law 480 program, and the agen- 
cies need some. How much can we have that is not committed for 
loans or other uses ?” 

In Spain, we have so far allocated $25 million to the Treasury for 
sale, the great bulk of which I am sure has been purchased by the De- 
partment of Defense. 

Senator Humpurey. Where is the rest of the pesetas? 

Mr. Harvey. Still in the process of arriving. There is about $100 
million in the bank, most of which is loan money. That loan negotia- 
tion is not yet complete. 

Senator Humenrey. I know. They are very unhappy about it. 

But when we reach this agreement with the Spanish Government 
for the $184 million transaction, is it your view, or your statement, 
that the Spaniards would only buy this stuff provided that we would 
Joan them $113 million or whatever that figure was? 

Mr. Harvey. It is the judgment of the United States that this is 
the best terms for the United States, on which to make the sale. 

Senator Humreurey. This is the best terms for the United States. 
Isn’t it possible that the Spaniards would have taken less of a loan 
and we would have more of the pesetas to buy local materials? 

Mr. Harvey. The criteria in that judgment vary from case to case. 
Sometimes they are closer to a commercial judgment, sometimes closer 
to a foreign policy judgment. 

Senator Humpsrey. When we sell Public Law 480 currencies to 
another country, another country may want to negotiate rather firmly 
with you in terms of how the money is to be ultimately disposed. 
The truth is the recipient country needs commodities. The recipient 
country is happy that it can pay in local currency. Actually, we are 
pretty much at liberty, as I understand it, to either keep all the local 
currency for our own obligations for whatever purposes we want to, 
or loan it back. It is pretty much in our hands, isn’t it? 

Mr. Harvey. Not entirely. In the Spanish case, I believe the 
Spaniards would not be willing to take these commodities if they felt 
all the pesetas would be used to reduce dollar expenditures in Spain. 
If there were a complete substitution there, they would not take so 
much of these commodities, we feel. They would take some, as much 
as they would otherwise have purchased for dollars. 

Senator Humrnrey. Right now they are trying to negotiate a sale 
of 500,000 tons of wheat. In my conversation with their Director 
of Economic Planning and Food Offices, it was my understanding they 
just plain wanted to buy that wheat and soon, because they were in 
desperate circumstances with their crop. 

Mr. Harvey. You will be glad to hear that a cable came in today, 
saying there has been a new evaluation of the Spanish wheat crop. 
The shortage is now estimated at 700,000 tons less than they thought 
it would be. 

Senator Humrenrey. I am not a bit happy for us, but I am happy 
for the Spaniards. I come from a part of the country where they 
grow a little wheat, you know. I was hoping to sell a little wheat 
when they had this shortage. 
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Actually, I am delighted for the Spaniards. What they have had 
is a terrible problem. There again, by delay, we lose the opportunity 
to sell a rather sizable portion of a billion bushels of wheat that we 
are paying hundreds of thousands of dollars storage fees on. For 
which incidentally, we Members of the Congress from agricultural 
States get chewed out for every week. 

I want to sell wheat, particularly in a country such as Spain where 
we are spending $352 to $400 million in bases, because the Spaniards 
needed that wheat. Conditions were such at one time that negotiations 
were in our favor. Now they are not going to be in our favor, you see. 
It will be less so. Now we will have to put less of the pesetas into 
bases and more into loans, because the Spaniards are in a better posi- 
tion. What I am encouraging by these hearings is some more alert- 
ness and rapidity in negotiating sales contracts, because I happen 
to believe that if you can sell this material for local currency, and 
you have a United States operation going on in the country, local 
currency for all practical purposes is as good as dollars. 

I can assure you the local currency I had in Spain bought stuff 
just like my dollars. Have you ever been there? 

Mr. Harvey. I spent five years in Europe, but not in Spain. I 
miyht ask, Senator, have you tried to spend Spanish pesetas in a store 
in downtown Washington ? 

Senator Humpurey. I wasn’t in Washington. I was in Madrid. 
And we are not building the bases in Washington or in Virginia. We 
are putting them over in Spain. 

American dollars are a wonderful instrument, by the way. I think 
it is the finest type of currency that man can have, and I need more 
of it. 

But when you are overseas and you are doing business in Lebanon, 
it is better, really, that the Lebanese are quite satisfied with Lebanese 
currency, and the Spanish will get by with Spanish currency. I feel 
very strongly about this, and I have the feeling we are not pushing the 
use of this currency like we ought to. 

I expressed that before. 

Thank you very much, Mr. Harvey, for the information you have 
given us. 

Mr. Harvey. Yes, sir. 

Senator Humpnrey. Let’s see, Dr. Mullins. You are going to give 
us a breakdown of the uses of these currencies ? 

Mr. Mututns. The best we can obtain, yes, sir. 

Senator Humpnrey. Under these countries on page 5, where you 
have listed foreign currencies, you show amounts that have been allo- 
cated to the Department of Defense for construction of military family 
housing as follows, and so on. Now, you have a certain amount that 
is earmarked. On page 5, across in the next column, it says: “Allo- 
cated.” 

What are we allocating funds in Finland for? For military housing? 

Mr. Muuutns. Well, sir, we had what we considered a very favor- 
able sale of agricultural products there, and we wanted to find some 
use of the currency. There is a “surplus” of currency of Finland, for 
United States uses, and we hope to buy building materials there and 
take it where we are constructing military family housing. 
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Senator Humpurey. What you are saying is that in Finland we 
may be able to buy wood or building materials which can be used in 
some other country for the purpose of military housing? 

Mr. Muuurns. Yes, sir. Austria is pretty much the same way. 

Senator Humpurey. In Italy, we may be just building the military 
housing. 

Mr. Mutiins. Right. 

Senator Humpurey. In the United Kingdom we are building mili- 
tary housing. I see there is $27 million allocated. 

Mr. Muturns. They have been building and are now using the houses 
there. 

Senator Humpnrey. What this table reveals is that certain Public 
Law 480 funds may be used to build housing in a particular country— 
military housing—or, in the instance of, let’s say, Austria or Finland, 
to purchase materials in those countries, such as prefabs, which will be 
set up in another country for our purposes, right ? 

Mr. Muturns. Yes. 

Senator Humpnurey. What is the view of the Department of De- 
fense of this kind of program? How do you feel about it? Has it 
been of any help to you? 

Mr. Mutirns. We feel as far as our operation is concerned, it is very 
useful, and we hope we are making good use of the currency; we 
are going along on the program and feel that, as has been expressed 
by Mr. Garnett, that we have been cooperating. 

Senator Humpnrey. I don’t know, Dr. Mullins, whether you are 
the man to ask these questions of, or not. Ill take a whirl at the first 
one, because these may be outside your office. 

Mr. Mutirns. If you would just as soon, we would like to take them 
to the Department where we can obtain fuller information and give 
you more responsive replies. 

Senator Humpurey. Let me read just a couple of them here for the 
record, and any that you do not want to comment on now, perhaps 
it would be better to prepare a memorandum. 

What attention is given by the Department of Defense to making 
sure that the Department of Defense has enough food, as well as guns— 
using that as a symbol—to support a major military effort? 

Mr. Muturns. I believe your question relates to food stockpiling. 
I heard you ask questions about food reserves yesterday. 

Our representatives appeared before another committee of Congress 
today, and I have a copy of their statement on food stockpiling. I 
would like to present it for the record, if you are interested in the stock- 
piling aspect. 

Senator Humpurey. Very good. This is on food stockpiling? 

Mr. Muuurns. Yes. 

Senator Humpurey. I would be delighted to get it. This is an in- 
novation. 

Mrs. Ler. This is aside from the Quartermaster. 

Senator Humpnurey. Is this before the House Committee on Agri- 
culture ? 

Mr. Mutuins. Yes and I believe it is from the consumer angle. 
There may be questions on that. 

Senator Humpurey. I shall enter this into the record today in 
response to this first question, and then I am going to have you, Mr. 
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Logan, go over it after awhile, and we will examine it for the purpose 
of later on developing some questions on it. 
(The document referred to is as follows :) 


DEPARTMENT OF DEFENSE STATEMENT ON NEED FOR STOCKPILING Foop WITHIN 
THE UNITED STATES AND ABROAD FOR FuTURE EMERGENCIES 


(For submission to Special Consumers Study Subcommittee of the Committee on 
Agriculture, House of Representatives) 


1. GENERAL 


The following comments concern the extent and type of food products which 
the Department of Defense recommends should be maintained in a reserve or 
stockpile position in order to provide emergency supplies of food to support 
military operations in the event of war. 

The Department of Defense maintains stockpiles of food in its mobilization 
reserves in sufficient quantities to sustain United States military operations 
until food pipelines have been established. These reserve stocks are nhilitary 
in nature, and consist of operational rations and other processed nonperishable 
food components which are largely non-commercial, and are maintained in 
varied degrees of concentration to afford maximum storage life and mobility. 
They are dispersed worldwide at strategic locations so as to permit immediate 
availability to United States military forces and United States activities sup- 
ported by the military in the event of an emergency. In consideration of cost 
and volume, and the attendant problems of storage and rotation, it has been 
the policy of the Department of Defense to limit its reserve of food to such 
emergency-type rations as are considered necessary under emergency conditions 
to supplement normal peacetime stocks. 

Because of potential limited processing capacity, it has not been considered 
practical for the military to maintain reserve stocks of raw items, such as grains 
or fats or oils, which require some processing prior to use. 

While there are many military activities which must be primarily supported 
by reserve-stockpile methods, due to the extremely limited or nonexistent local 
sources for the specific military-type products involved, food supply in this 
country is a regular function performed by a large, complex, and widely dis- 
persed industry upon which the military must and will rely. Accordingly, and 
in recognition of the responsibility of the Department of Agriculture to plan 
for the production and distribution of food during a period of national emer- 
gency, the Department of Defense has consistently coordinated its mobilization 
requirements for subsistence with that Department. The Department of Agri- 
culture was delegated responsibility in this field by the Federal Civil Defense 
Administration. This agency is responsible under Public Law 920 to provide 
for the relief and rehabilitation of civilians or the civil economy in an emer- 
gency, including civilian requirements and the control of distribution. 

As you may know, in May 1956 the Office of Defense Mobilization organized 
an Interagency Committee on Emergency Food Stockpiling. This committee 
established working groups which prepared reports on the need for stockpiling 
of food in (1) continental United States, (2) United States Territories and 
possessions, (3) United States military bases overseas, and (4) foreign coun- 
tries. The contents of this statement are organized on the foregoing basis and 
are generaly in line with the findings of the working groups, on which the 
Department of Defense had representation. 


2. CONTINENTAL UNITED STATES 


The normal supplies of some domestically produced processed foods might not 
be fully adequate to meet total United States domestic needs in event of losses 
of stocks and processing facilities under nuclear attack. However, the substitu- 
tion of available foods for those in short supply, the wide dispersion of processing 
facilities, and other measures would greatly reduce the possibility of an overall 
shortage and would minimize the need for stockpiling. 

For most types of food, the destruction of stocks and processing facilities would 
result in local shortages of the finished foods even though the total United States 
supplies were adequate. Transportation authorities indicate, however, that, 
after an attack such as Operation Alert 1956, the essential railroad and truck 
transportation in this country could be restored to critical areas before local 
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supplies of food were exhausted. National food surpluses strategically located 
would materially alleviate the most essential problem which is distribution. 

There would appear to be greater justification for stockpiling imported foods 
than domestically produced foods. A stockpile of some imported foods, such as 
coffee, tea, cocoa, sugar, and spices, may be desirable as a safeguard against 
possible shortages of ocean shipping in wartime and possible problems of moving 
such products through damaged ports. Establishment of such a stockpile or 
inclusion of these items in the present national strategic stockpile would probably 
also require additional legislative authorization and funds. It may be desirable 
to include in such authorization the permission to trade or barter United States 
agricultural surpluses for imported food stockpile items. 

The possible effects of an attack in causing temporary disruptions in transpor- 
tation, processing, refining, or distribution could be minimized by detailed and 
careful advance planning. In most situations, it is believed that such planning 
would disclose far less expensive means than stockpiling for assuring adequate 
food supplies for the immediate postattack period. The evacuation and survival 
planning studies now being made for the Federal Civil Defense Administration 
should include emergency food planning of this type. 

Stockpiling of any large quantities of most processed food items would be diffi- 
cult because of the necessity for rotation of the food in the stockpile, so that it 
could be used before it deteriorates. United States Government uses for food, 
including the school-lunch program and military feeding, could utilize only 
limited quantities of food. Expenditures for adequate distribution and dispersal 
of current national food surpluses might be a more economical solution of this 
problem. 


3. UNITED STATES TERRITORIES AND POSSESSIONS 


Determinations as to the need for food stockpiling in United States Territories 
and possessions must be made on the basis of individual analysis, taking into 
consideration the eocnomical feasibility, military necessity and feasibility, com- 
position and location of applicable commodities, and availability of required addi- 
tional funds to establish and maintain such stockpiles. In exceptional cases, 
there may be isolated areas such as island bases, where from a military stand- 
point, support of food stockpiles for indigenous civilians might be desirable. 
Even in these instances, however, the problem of rotation is such that it prob- 
ably would be necessary, if stockpiles are established, to assume that they could 
only be rotated into regular civilian consumption channels with replacement sub- 
sidized by the United States Government if the emergency purpose of the stock- 
piles was to be achieved. 

Dependence on food imports into United States territories and possessions 
varies from one extreme in Alaska, where nearly all food except fish and some 
perishables are imported, to some of the smaller islands which are nearly self- 
sufficient in terms of food production. Availability of suitable storage for holding 
increased stocks of food appears to be a limiting factor on stockpiling. Some of 
the Territories and possessions have climates which require specialized storage 
space. As in other areas, the problem of rotation of stocks and stock management 
would have to be solved. Because of the dependence of these areas on ocean 
shipping, which might be cut off or delayed in time of war, it would appear that 


the question as to the necessity of stockpiling of food in these areas deserves 
further careful consideration. 


4. UNITED STATES OVERSEAS MILITARY BASES 


Storage facilities at the overseas military bases are normally limited in their 
capacity to satisfying requirements for only current operations and mobilization 
reserve stockpiles. The military prepackaged operational ration is stockpiled by 
the overseas theater for the military in the theater until such time as normal 
resupply can take over, and is limited by rotation opportunity in the peacetime 
consumption. Additional facilities and construction and maintenance functions 
would be required if stockpiling for native civilians was to be undertaken. 

Increasing food stockpiles at worldwide United States military bases is not 
the appropriate method of increasing food stockpiles in foreign countries for 
the indigenous population, The primary problems relating to the administration 
of such stockpiles by the military for the indigenous population would be: (1) 
their rotation through use of open market sale to prevent deterioration; (2) 
relatively small quantities for military use versus the large yuantities required 
to be stocked to meet minimum civil population use; (3) the types of food con- 
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stituted in United States military rations would not be acceptable, in most 
cases, to indigenous civilians, and vice versa; (4) greatly increased military ap- 
propriations would be required for warehouse construction, receipt, storage, 
issue, transportation, inspection, and purchase of supplies; (5) the ratio of 
combat to administrative troops would be decreased; and (6) the acceptability 
of such programs by foreign countries. 

Stockpiles of food in foreign countries, other than for United States military 
forces based there, should normally be the property of and administered and 
maintained by the country in which they are located. In case of the establish- 
ment of a NATO food stockpile or other multicountry food stockpiles, the stock- 
pile should be administered by NATO or other multilateral body. 


5. FOREIGN COUNTRIES 


From the security point of view, the United States has long favored the estab- 
lishment of food stockpiles throughout the NATO area. Europe and the United 
Kingdom, particularly, are dependent on imports for a large portion of their 
food supply. 

The United States has urged the NATO countries on several occasions to under- 
take the stockpiling of food individually to meet their needs. The most recent 
suggestion of this kind was in January 1957 when the United States representa- 
tive to a NATO meeting stated that if any NATO country, in undertaking a 
stockpiling program, believed that United States surplus foodstuffs could be 
used in its program, the United States would be willing to discuss the possi- 
bility of making its surpluses available. The United States representative 
stated, however, that his Government could not pay such costs as transport, 
processing, and warehousing. Any country interested has been invited to submit 
a request through its embassy, outlining in detail the program being undertaken in 
its country and indicating, as specifically as possible, the way in which United 
States surpluses might fit into that program. Thus far, no specific proposals 
along such lines have been submitted by any country. The NATO countries have 
considered stockpiling for several years, but have been confronted by serious 
financial problems. 

Several governments, including the United Kingdom, Norway, Sweden, West 
Germany, Switzerland, Belgium, and Italy have taken limited steps to meet 
the need for defense stockpiling. Whereas many of these countries have bulk 
stockpiling of grain and other foods, indications are that there has been little 
progress in dispersing these stocks in strategic locations or in building up 
strategic stocks of food packaged for immediate eating without further prepara- 
tion. The cost of building storage facilities, processing the food, and main- 
taining the stockpile in good condition has been the principal deterent to such 
stockpiling. 

With respect to foreign countries, a working group of the Interagency Com- 
mittee on Emergency Food Stockpiling found that there was a combined popu- 
lation of 46 million persons in cities of over 100,000 inhabitants in the United 
Kingdom, West Germany, France, and the low countries. The working group 
found also that if an agreement were reached to stock a 30-day ration of about 
2,000 calories per person, per day, and if this ration consisted only of flour, sugar, 
lard, and some dried, skim milk for children, the total requirements for the 
46 million persons would come to about 550,000 metric tons of flour, 125,000 
metrie tons of sugar, 50,000 metric tons of lard, and 2,000 metric tons of dried, 
skim milk. The esetimated cost of the foregoing requirements, including an 
allowance for processing, dehydration, special packaging and the like, but not 
including shipping or storage, would be $172 million. 

The working group examined the food situation in other countries of the world 
and concluded that practically all of these countries would not be ready to 
undertake stockpiling, even if the United States supplied the food without cost, 
because of the expense of maintaining such a program. A possible exception is 
Japan. Japan has 17 million persons living in cities of over 100,000 inhabitants. 
If Japan agreed to set up and manage such a stockpile, and if the agreement 
called for a 30-day ration of about 1,800 calories per person, per day, consisting 
only of rice and wheat flour, sugar, soybean oil, and some dried, skim milk for 
children, the requirements for 17 million people would come to 115,000 metric 
tons of rice; 64,000 metric tons of wheat flour; 36,000 metric tons of sugar: 
17,000 metric tons of soybean oil; and 1,000 metric tons of dried skim milk. 
Calculations of costs, including an allowance for processing, dehydration, special 
packaging and the like, but not shipping or storage, indicate a total of about 
$78 million. 
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The working group concluded that there was “no reasonable prospect of large- 
scale surplus disposal through defense stockpiling abroad.” Also, the working 
group concluded that the United States should not retain title to any food stock- 
pile abroad nor should it pay the cost of storage, transportation, and other 
incidental costs. The costs of stockpiling food abroad, including shipping, stor- 
ing, rotating, and managing would be higher than the cost of maintaining the 
same stocks in the United States. Also, there would be problems with the for- 
eign nation in rotating these stocks which involves disposal of them in the local 
market or destruction. In addition, United States-owned stockpiles abroad 
would tend to discourage some friendly countries from developing their own 
stockpiles. Furthermore, the working group felt that individual countries 
should take the initiative in establishing food stockpiles to be administered 
within their jurisdictions. 


(Further information submitted for the record is as follows :) 


ASSISTANT SECRETARY OF DEFENSE, 


Washington, D. C., July 19, 1957. 
Hon. Husert H. HUMPHREY, 


United States Senate, 
Washington, D.C. 


Dear SENATOR HUMPHREY: The Secretary of Defense has asked me to reply to 
your letter of June 17, 1957, in reference to some further questions which you 
have on the operations of Public Law 480 resulting from the appearance of Mr. 
Mullins and Mrs. Lee of this office before the Committee on Agriculture and 
Forestry on June 12, 1957. 

In response to your request for a full accounting for all Public Law 480 
currencies that have been purchased from the Treasury Department, or that 
the Department of Defense has received through allocations by the Bureau of 
the Budget, the following summary indicates the total local currencies pur- 
chased by the Department of Defense from the Treasury Department under 104 
(f) to pay the United States obligations abroad. 

(a) Purchased from Treasury Department with appropriated dollars for 
troop conversions (servicemen’s pay), indigenous labor, utilities, and other 
services in connection with base construction, $39.2 million (latest available 
figures through December 31, 1956). 

(b) Allocations by the Bureau of the Budget to the Department of Defense 
for military family housing, $47.7 million (through March 31, 1957). 

Under section 104 (c), procurement of military equipment, materials, facili- 
ties, and services for the common defense, on a nonreimbursable basis, there has 
been allocated by the Bureau of the Budget to the Department of Defense for 
military functions and the military assistance program, $172.2 million (through 
March 31, 1957). 

In further reference to paragraph 3 of your letter, there was no consolidated 
record of the detailed accounting information which you requested. The mili- 
tary departments have informed me that disbursing officer purchases of foreign 
currency from the Treasury could not be identified as to the program from 
which it was received by the Treasury. Furthermore, the military departments 
do not record expenditures by program or purpose showing whether payment is 
made in dollars or local currency. 

It should be noted that the actual Department of Defense purchases of 104 (f) 
currencies amounting to a total of $86.9 million, including family housing ($47.7 
million) and miscellaneous allocations ($39.2 million) is considerably less than 
the rough estimates given in Mr. Mullins’ statement of June 12, 1957. However, 
the latter estimates were based on 104 (f) planned availabilities and not on 
actual allocations made by the Treasury. 

Attached to your letter was a list of questions for which you requested re- 
plies. Several of the answers are found in the memorandum entitled, “Depart- 
ment of Defense Statement on Need for Stockpiling” by Mr. Mullins when he 
and Mrs. Lee appeared before your committee on June 12. Others were sug- 
gested in the joint statement by Mr. Mullins and Mrs. Lee before your committee. 
Your questions and our answers are given in the enclosure. 

Representatives of the Department will be available for any further con- 
tribution they may be able to make to your hearings. 

Sincerely yours, 
JOHN N. IrRwIn II, 
Deputy Assistant Secretary. 
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1. Question. What attention is given by the Department of Defense to 
making sure they have enough food, as well as guns, to support a major 
military effort? 

Mobilization reserves of food supplies for the use of military forces are estab- 
lish under guidelines given by the Joint Chiefs of Staff which pertain to the 
strategic plans in the event of war. These plans are definitive with respect to 
the phasing of forces under arms, of deployment of forces, and to specific geo- 
graphical areas. By use of such guidelines, subsistence reserves have been 
established in such quantities and at such worldwide locations, with backup 
in continental United States depots, to provide an uninterrupted supply of food 
to our Armed Forces in overseas locations for that period until normal resupply 
can be resumed. 

The Department of Defense does not plan for the establishment of reserve 
rations for use by military forces after the resumption of normal supply. Instead, 
the Department of Agriculture has advised Defense that the production poten- 
tial of the United States is such that it can meet any reasonable demand for food 
for the military services, including food for civilians working for the military in 
occupied areas ; such provision has not considered all the assumptions of nuclear 
attack upon the United States. 

2. Question. (@) Have you established minimum levels of food and fiber 
reserves necessary for the Nation’s security? (b) Have you separate levels 
for “cold war” conditions and full-mobilization? (c¢) Have you informed 
the Department of Agriculture of these requirements? (During World War 
II and the Korean conflict, the Department of Defense had to call on Agri- 
culture to increase production to meet needs. What steps have been taken 
to make sure you have enough, if a new crisis develops?) 

(a) The Department of Defense has established reserves of packaged opera- 
tional rations, as mentioned already. With respect to fibers, military mobiliza- 
tion reserves have been established within the Department of Defense for woolen 
textiles and for duck and webbing. However, the national stockpile, which is 
maintained by the Office of Defense Mobilization, contains reserves of fibers con- 
sidered essential for total civilian and military mobilization. These fibers are 
manila, sisal, extra long stable cotton, and cartridge silk. The Department of 
Defense, in addition, maintains mobilization reserves of clothing and equipage 
items for the military forces. These items are manufactured from textiles. 

(b) The Department of Defense maintains reserve levels for the military forces 
for full mobilization only. It is planned, as in the past, that the garrison-type 
ration will be served during a cold-war period. That portion of the mobilization 
reserves which must be rotated because of age will be available to meet that re- 
quirement for packaged operational rations for training maneuvers during a 
cold war, such as at present. 

(c) The Defense Department has submitted its full mobilization requirements 
for food for the military forces to the Department of Agriculture. With respect 
to fibers, full mobilization requirements have been submitted to the Office of 
Defense Mobilization covering manila, sisal, extra long staple cotton, cartridge 
silk, and wool. 

3. Question. (a) Has the Department of Defense made a similar study 
of food needs of our allies upon whom it depends and is helping? (0b) Have 
you analyzed food availability, for example of countries to which you are 
extending military support? (c) How do you expect those countries to fight 
without adequate food? 

(a) The Department of Defense, along with other agencies, has analyzed the 
food needs of our allies. 

(b) The military capabilities of our allies depend upon their resources. An 
important and fundamental! resource is food. In the studies that have been 
made it was found, for example, that in Western Europe the degree of self- 
sufficiency in food is less than two-thirds. The food needs of our allies is a 
first and basic consideration in determining the kind and extent of support which 
the United States supplies. This may be illustrated in the United States support 
of Greece, where in addition to supplying substantial quantities of food, the 
United States supplied agricultural prerequisities, such as farm machinery, 
in order that the country might derive a balanced and viable economy in order 
to support military components. Food availability has a high priority in the 
Support of our allies. 

(c) Concern for an adequate supply for our allies accounts for the Depart- 
ment’s advocacy of stockpiling by NATO countries since 1950. As indicated 
elsewhere, this has also been the United States position as expressed in several 
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NATO meetings. The most recent suggestion of this nature was in January 
1957, when the United States representative to a NATO meeting stated that 
if any NATO country, in undertaking a food stockpiling program, believed that 
United States surplus foodstuffs could be used in its program, the United States 
would be willing to discuss the possibility of making surpluses available, but 
that his country could not pay such costs as transport, processing, and ware- 
housing. However, foreign countries have generally indicated that they would 
expect the United States to pay for most of the cost of establishing and main- 
taining any strategic food reserves of this nature. 

4. Question. (a) If our allies abroad are already food deficit countries, 
has defense logistics experts considered the problem of maintaining food 
pipelines to them through submarine hazards? (b) How would food ship- 
ments rate in priority with other defense shipping in an emergency? 

(a) The Department of Defense does not currently plan for the maintenance 
of food pipelines through submarine hazards for the support of allies abroad 
who are food-deficit countries. The Department of Defense estimates the gross 
amount of shipping required to support the United States Armed Forces and 
United States civilians in foreign countries under full mobilization conditions, 
and includes a factor in this gross amount as its best estimate of losses from 
submarine action. 

(b) Food shipments in support of American forces rate a high priority in 
comparison with other Defense shipping in an emergency. 

5. Question. (a@) Would it ease the shipping problem confronting Defense, 
in the event of war, if we had emergency food reserve depots established 
in key areas of the world—either our own, or in the hands of our allies? 
(6) Do you think we should provide such food stockpiles as part of our 
defense picture? 

(a) If emergency food stockpiles were established abroad in food-deficit 
areas, such as the United Kingdom and Western European countries, it would 
ease the shipping problem of the allies. This, in turn, would ease the shipping 
problem of the Department of Defense. 

(b) The Department of Defense feels that the United States should assist 
foreign countries in stockpiling food by making some of its agricutural surpluses 
available to them. As stated previously, the United States has informed the 
NATO countries that it would be willing to discuss the possibility of making 
its surpluses available for stockpiling, but that it could not pay such costs as 
transport, processing, and warehousing. 

6. Question. (a) At the United Nations, our State Department went on 
record supporting a proposal for international cooperation toward establish- 
ing national food reserves in food-deficit areas of the world, offering to pro- 
vide United States commodities to help finance storage facilities and provide 
the basic reserve supply. Would Defense be interested in having this done? 
(b) Has anyone in Defense ever said to the Department of Agriculture, De- 
partment of State, or the President of the United States, his attitudes toward 
this problem? (c) Has Defense actually given any serious study to this 
entire problem? (d) Do you feel it should? 

(a) The Department of Defense would be interested in the proposal to estab- 
lish national food reserves in food-deficit areas of the free world, using United 
States surplus commodities to help provide the basic reserve supply and help 
finance storage facilities. Defense would be interested in having this done as 
soon as feasible, where the security of the United States would be strengthened. 

(b) From the security point of view, the Department of Defense has favored 
the use of United States agricultural surpluses for the establishment of food 
stockpiles in the United Kingdom and the NATO countries of Europe since 1950. 
The Department of Defense wrote classified letters to this effect to the National 
Security Resources Board in 1950, to the Office of Defense Mobilization in 1953 
(with copies to the Secretaries of State and Agriculture), and to the Department 
of State in 1955. It is felt that the position of the Department of Defense on his 
subject is fairly well known to the cognizant Government agencies. 

(c) As members of interagency committees Defense representatives consider 
that they have given substantial study to the stockpiling of United States agri- 
cultural surpluses abroad. 

(ad) Defense believes that study should be given to this problem and has en- 
couraged such study and is ready to aid in any way feasible. 

7. Question. Don’t you think Public Law 480 offers an opportunity to cre- 
ate such stockpiles for our security program? Such as NATO, for example? 
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The Department of Defense considers that Public Law 480 offers, at least, an 
opportunity to creat food stockpiles for our security programs with individual 
NATO countries. All Public Law 480 agreements are subject to negotiation, but 
in spite of several invitations to do so, feasible stockpile programs have not been 
proposed by any country. It might be noted that even without the complications 
of stockpiling, it has not been feasible to negotiate any substantial Public Law 
480 programs with some of our strong allies of Western Europe, which is a sub- 
stantial area of deficit food production. The problem of storage, rotation, proc- 
essing, and guarding has cnsistently been a major factor in negotiationg agree- 
ments for stockpiling. 

8. Question. Would it require more dollars to be budgeted for Depart- 
ment of Defense purposes if Public Law 480 currencies were not available for 
many of the common defense projects now carried on? 

To answer this question it is necessary to separate the budget for the Depart- 
ment of Defense military functions from the budget for the Department of De- 
fense military assistance programs. 

The military functions budget would not necessarily have to be increased if 
104 (c) funds were not available to the Department of Defense. Since all other 
Public Law 480 currencies are paid for with appropriated funds, the question 
does not apply. The programs for which 104 (c) funds have been used to date 
have been those that can be accelerated from the completion date previously 
planned. The acceleration has been justified on the basis of the importance of 
the program for common defense and has been determined to meet the spirit of 
the provisions of Public Law 480. An example of such a program is the acceler- 
ation of completion date of the Army mapping program in Peru. 

The military assistance program was complemented by Public Law 480, 104 (c) 
funds used in the form of defense support. The largest recipients of this type 
program to date have been Pakistan and Korea. Dollars for other programs 
would have to be diverted or separately budgeted if surplus commodity funds 
were not available. In other words, funds from the Public Law 480 operations 
give flexibility to the mutual security program. 

9. Question. Why does not the Department of Defense make greater use 
of the funds available to it under Public Law 480? 

The Department of Defense feels that it does make maximum use of Public 
Law 480 funds and as expeditiously as possible. All Public Law 480 currencies 
except those available under 104 (c) for common defense are purchased from 
the Treasury Department with appropriated dollars. By Treasury regulation, 
the Department of Defense purchases its local currency needs from Treasury 
when Treasury has the needed currencies available. Through this procedure, 
the Department of Defense makes maximum and timely use of Treasury-held 
local currencies inclusive of Public Law 480 currencies. 

Programs funded under 104 (c) are presented to the Bureau of the Budget 
with complete justification for the funding request, and funds are allocated by 
the Bureau of the Budget if the program is considered justified. This procedure 
applies to both Department of Defense military functions and military assistance 
programs. 

10. Question. What are some of the Department of Defense’s planned uses 
of Public Law 480 funds in the next fiscal year? 2 years? 5 years? 

The Department of Defense of necessity must formulate and justify its total 
budget requirements without regard to source of funds. As the programs are 
reviewed and evaluated by the Congress the ultimate magnitude of the programs 
is approved by the Congress. Appropriations to implement these programs 
cannot be based upon currencies anticipated from Public Law 480 sales that may 
be negotiated in areas where Defense may or may not have requirements. 
Therefore, the Department of Defense does not program the use of Public Law 
480 funds in advance. However, the Department of Defense will continue to 
make maximum use of Public Law 480 currencies to meet its requirements. 


Mr. Motus. That is the only copy I have with me. We will leave 
that one, sir. 

Senator Humenrey. Thank you, sir. I have a number of questions 
on food matters. I am going to turn this whole series of questions 
over to you and you can turn it back at your convenience, making 
whatever answers you wish. 

Mr. Motus. I would appreciate it. 
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Senator Humenrey. To date, how much foreign currency has been 
apportioned by the Bureau of the Budget to the Department of De- 
fense for common-defense purposes? ‘That is in your statement? 

Mr. Motus. Yes. 

Senator Humpnrey. Would it require more dollars to be budgeted 
for Defense Department purposes if Public Law 480 currencies were 
not available for the many projects now carried on ? 

Mr. Muuuins. We answered that in a letter to you, Senator, in this 
sense. In the absence of Public Law 480 funds, a substantial portion 
of the foregoing 104 (c) funds would have been chargeable to the de- 
fense-support portion of the mutual-security program. However, the 
furnishing of this support through MSA funds would have been con- 
tingent upon the priority of each program when viewed in terms of 
worldwide objectives of the mutual-security programs. 

With respect to Peru, Chile, and the other South American coun- 
tries, Public Law 480 funds will be used to supplement the United 
States share of the joint mapping projects undertaken by the Inter- 
American Geodetic Survey in each of these countries. In the absence 
of Public Law 480 funds, therefore, these mapping projects would 
ordinarily be financed by a regular military appropriation extending 
over a longer period of time. 

Senator Humpurey. Well, there is one other question we have, 
which I would like to have someone give some consideration to. 

Why doesn’t the Defense Department make greater use of the funds 
available to it under Public Law 480? 

What are some of the Department’s planned uses of Public Law 480 
funds, in the next few years ¢ 

I am going to submit these questions to you. I would like to have 
you take them back with you to the Department of Defense. They 
were written very hastily and are somewhat involved. Look them 
over and consult with some of your associates if there are some of 
these questions outside your area; and give us the answers. I want 
the answers as firm as we can get them. There is no sense in either 
of us skirting around and trying to pretend we don’t know what is go- 
ing on. If these Public Law 480 funds have been helpful, we ought 
to say “Yes.” 

This is an American program. I have found witnesses saying they 
may be “kind of helpful.” This is all part of an American Govern- 
ment program, and if Public Law 480 funds have been helpful like 
dollars have been helpful, they ought to say so. 

Mr. Muturs. It seems pretty “obvious from the figures which we 
have presented that they have been helpful. 

Senator Humpnrey. I would like to have a listing of what things 
you wouldn’t do if we didn’t have Public Law 480. From any agency 
I would like to know what projects they would be cutting out. I often 
wonder whether instead they would be over here before the Appropri- 
ations Committee asking for dollars, or up before the Foreign Rela- 
tions Committee asking for authorization ? 

I think this is a question that has to be answered in terms of any 
of these projects or programs. 

Mr. Mctirns. We will try to be fully responsive. 

Mrs. Ler. I wanted to remind you on this vagueness of agencies 
giving specific answers as to whether or not these programs are useful 
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to the agency. One reason I think is that of these projects, many are 
more or less joint operations. 

In the case of this item we have on 104 (c), although the Defense 
Department has been given responsibility to administer those funds, 
the ICA spends most of the money. All Defense does is reallocate to 
the ICA and the ICA administers the support programs to Pakistan, 
Yugoslavia, and so forth. 

ICA doesn’t know whether to say we have saved so many dollars 
there, and Defense doesn’t know whether to say that they have saved 
so many dollars there. 

Senator Humpurey. Off the record just a minute. 

( Discussion off the record. ) 

Senator Humpnurey. That isall. Thank you very much. 

(Whereupon, at 4: 45 p. m., the committee adjourned. ) 











POLICIES AND OPERATIONS UNDER PUBLIC LAW 480 
(83D CONG.) 


THURSDAY, JUNE 20, 1957 


Untrep Srates SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The committee met, pursuant to recall, at 10 a. m., in room 324, 
Senate Office Building, Senator Hubert H. Humphrey presiding. 

Present: Senators Humphrey, Aiken, and Young. 

Senator Humenrey. The committee will come to order. 

I am going to ask the cooperation of the witnesses this morning. 
We have an 11 o’clock session in the Senate, and we are under con- 
siderable pressure to be at the Senate sessions these days, and I can- 
not get leave of the Senate to hold any meetings while the Senate is 
in session, because you know what the situation is there on the conflict 
over Senate rules. Whenever we have any argument over Senate 
rules, [ can assure you that every rule is applied with the greatest 
rigidity. And there will be no unanimous consent given for any meet- 
ings of any committees during the time we are squabbling for the appli- 
cation of rules for the civil-rights bill. Therefore, 1 will have to 
recess, as much as I do not want to, at least around the hour of 11 
o’clock. 

Therefore, I am going to ask that those of you who have prepared 
statements, submit those prepared statements for the record and then 
given an oral description or presentation of the high points, because 
we want as many of you to participate as possible. 

We are also going to issue a report very shortly from the Senate 
Foreign Relations Committee relating to the work of volunteer agen- 
cies as I witnessed them in the Middle East. For the purposes of this 
record I am going to ask that certain paragraphs which I have noted 
here in my statement be made a part of this testimony. These para- 
graphs come from the Senate Foreign Relations Committee report. 
The sum and substance of it is to commend the voluntary agencies for 
the fine program that they have undertaken and the manner in which 
it has been conducted. These paragraphs are as follows: 

Greater recognition should be given the constructive, people-to-people advan- 
tages to our international relations provided through use of American voluntary 
agencies to carry on relief feeding programs with commodities provided under 
the donations provisions in title III of Public Law 480. 

Such programs do and should carry the American humanitarian spirit abroad 
without any “political strings”; they offer a chance to get directly to the people 
in countries where for international policy reasons we as a country may not 
want to be directly helping the government of another country. We must recog- 


nize that they are filling a constructive foreign policy role that benefits our coun- 
| try far beyond just getting rid of some surplus commodities. 
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We can best do so by giving them better assurance over longer periods of time 
as to the quantity and type of commodities that can be made available for their 
programs. All items on the surplus list for Public Law 480 purposes under title 
I should also be made available under the relief-feeding and school-lunch pro- 
grams. 

Sudden, short-notice changes in availability of various food products is a 
severe handicap to their program planning and effective operations. 

With the accuracy of USDA crop forecasting and estimating of domestic 
requirements, it should be possible to establish annual program levels for these 
voluntary agencies. Perhaps it could best be accomplished by the Department 
of Agriculture annually arriving at some quantity of food and fiber available 
for this purpose, and setting it aside at the disposal of the President for imple- 
menting our international relations on a people-to-people basis through voluntary 
agencies such as CARE and our church organizations doing such valuable work 
overseas. In such a way the bookkeeping costs of such food use would be more 
readily understood as something to be shared by all the American people and 
not just chargeable to Agriculture as a “surplus disposal” scheme. In effect, it 
whould be giving the President a “food emergency fund” just as he has special 
emergency funds for drought and flood disasters. 

The Department of Agriculture should immediately explore ways and means 
of making available to the voluntary agencies some form of fats and oils for 
inclusion in relief-feeding programs. 

Such products are urgently needed for healthful diets, and offer an opportunity 
to provide maximum nutritional value in a most condensed form. None are 
now available for overseas relief-feeding purposes. 

Fats and oils are in surplus supply in the United States, even though quanti- 
ties are now in CCC stocks in forms suitable for distribution. Because these 
commodities, such as soybean oil, cottonseed oil, or other edible fats and oils 
have an interrelated market effect—in other words, the increased total consump- 
tion helps them all—use of any form of fats or oils in overseas relief feeding 
would aid a great number of American producers—hog producers, dependent on 
lard for much of their income; cotton growers, who get part of their return from 
seed ; soybean growers, etc. 

lt is my opinion the Department of Agriculture now has the authority to 
work out such a program. If it feels otherwise, it should immediately seek 
necessary changes in the legislation to permit such an addition to our feeding 
program. 


I think the hour has come and the time is approaching when many 
of the objectives that we would like to see accomplished in our foreign 
policy perhaps can better be accomplished through the work of the 
voluntary agencies, This is true, not only of food programs, but of 
education, of health facilities, and services of many of the social-wel- 


fare programs, which are so important to better foreign relations. 
Now, Miss Egan, you go right ahead. 


STATEMENT OF EILEEN EGAN, CHAIRMAN, SURPLUS COMMODI- 
TIES POLICY COMMITTEE, AMERICAN COUNCIL OF VOLUNTARY 
AGENCIES FOR FOREIGN SERVICE, INC., NEW YORK, N. Y. 


Miss Ecan. My name is Eileen Egan of New York City. 

I am appearing here today as chairman of the surplus commodities 
policy committee of the American Council of Voluntary Agencies for 
Foreign Service and for the member agencies of the “council whose 
names appear on the reverse side of this sheet. I would ask that that 
be included in the record. 

Senator Humpurey. It will be included at this point in your com- 
ments. 

(The prepared statement of Miss Egan, including list referred to, 
is as follows :) 


Mr. Chairman and gentlemen of the committee, my name is Eileen Egan of 
New York City. 
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I am appearing here today as chairman of the surplus commodities policy 
committee of the American Council of Voluntary Agencies for Foreign Service 
and for the member agencies of the Council whose names appear on the reverse 
of this sheet and which listing I would like to have made a part of the record. 


(See p. 234 for list of member agencies.) 


Particularly concerned here today are the 22 of these agencies which have been 
privileged with the opportunity to use United States surplus foods in their world- 
wide ministries of relief to the hungry and destitute throughout the world. 

With me here today are representatives of several of the larger of these agen- 
cies which distribute United States surpluses free to needy people overseas. 
The agencies represented here have been invited by this committee and will 
speak of their programs with special reference to the six recommendations 
developed later. 

The member agencies of the American council have for many years been con- 
ducting programs of relief, rehabilitation, and self-help—some for decades— 
among the undernourished, disaster stricken and underprivileged overseas. 

The purpose of these services by the American people, through the voluntary 
agencies which they have created, is nonpolitical; it is concerned with lessening 
misery and hunger among their fellowmen in other lands on a humanitarian 
and nondiscriminatory basis, in keeping with the Judeo-Christian concept of the 
dignity and worth of each individual. 

Whereas the following statement deals with the surplus commodities aspect of 
the voluntary overseas aid programs, it is appropriate to mention that in the 
period since World War II, the contributions of the agencies’ consistuents in 
funds, services, and material aid exceed the monetary value of surplus commo- 
dities distributed by the agencies. 

The voluntary agencies feel that in the surplus distribution abroad there are 
three objectives that are being simultaneously served : 

(1) The objective of agriculture: That surplus commodities be disposed of 
properly without interference with possible sales, removing some of the burden 
of excess commodities from the price structures and reducing the costs of sur- 
plus storage. 

(2) The objective of international relationships: That such distribution of 
foods to needy people abroad should in every way possible evidence to the recipi- 
ent the friendliness of America and her desire for his welfare in a world of peace 
and understanding. 

(3) The voluntary agency objective: That need shall be ministered to in as 
wide a scope as possible, regardless of race, color, or creed. 

It is on these three basic and broad concepts that there rests the partnership 
between the voluntary agencies and our Government in this worldwide overseas 
effort on behalf of the American people. 

It is the belief of the voluntary agencies that insofar as possible these three 
objectives should clearly be served and that no actions based upon political 
expediences should be allowed that may negate or diminish the achievement 
of these objectives. 

There has long existed between American voluntary agencies and the Amer- 
ican Government a partnership grown out of parallel interests and purposes 
in efforts of service abroad, each being motivated by the traditional concern 

of Americans for those less fortunate than themselves. Because American 

voluntary agencies were already serving the dispossessed in the postwar period, 

it was most natural that in enacting the Agricultural Act of 1949—partially 

incorporated into the Agricultural Trade Development and Assistance Act of 

1954 (Public Law 480)—surplus American agricultural products were made 
available to overseas voluntary agencies for free distribution in their ongoing 
programs. This partnership between the voluntary agencies and the American 
Government, as regards surplus-food distribution, has developed so greatly as 
: to become without parallel or precedent either in scope of operations or value 
to the free world. 

The growth of the overseas surplus distribution programs was comparatively 
moderate in the beginning. During the period of 1950-53 the average distribu- 
| tion was only about 75 million pounds per year. Commodities utilized were 
| mainly dairy products—milk, butter and cheese—and dried eggs. 

Increased opportunity and facilities for surplus disposal through the volun- 
| tary agencies came with the passage of Public Law 480 in 1954, and shipments 
| abroad during fiscal year 1955 slightly exceeded 400 million pounds. 
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Secretary of Agriculture Benson, following appeals by voluntary agency rep- 
resentatives, declared wheat, corn, rice, and dried beans available for overseas 
distribution in 1956. 

Also in 1956 the Congress provided ample freight funds through an amend- 
ment to title 2, Public Law 480, easing the ocean freight fund situation and 
making possible the extension of the programs into many new areas of need 
overseas. 

Also, the Congress wisely provided for the processing of surplus commodities 
into forms still more adaptable to feeding programs abroad. As a result the 
voluntary agencies were able to add large quantities of wheat flour and corn- 
meal to their distribution. 

Due to these factors and especially to the fact that by this time the agencies 
had been able to perfect worldwide distribution facilities of high efficiency, 
during that year nearly a billion and a quarter pounds of surplus commodities 
were distributed free as a gift of the American people to the hungry, homeless, 
and destitute of the world. 

During the first 9 months of the current fiscal year—July 1, 1956 through 
March 31, 1957—shipments abroad by 22 agencies totaled 1,248,508,578 pounds. 

During the same period, it should be noted, the Commodity Credit Corpora- 
tion released approximately 750 million pounds of surplus comomdities to needy 
persons in America through various State welfare projects, institutional pro- 
grams, etc. 

The lifegiving foodstuffs currently being distributed overseas by the volun- 
tary agencies to needy people are going into more than 59 of our sister nations 
and areas of the free world. 

They go, bearing the words “Gift of the American people” either in English or 
in the language of the country of distribution or in both languages, to more than 
100 millions of people overseas. That this is an end greatly desired by individual 
Americans is proved by their continuing and increasing contributions given to 
defray the heavy expenses of their agencies’ programs—contributions made up 
by the nickels and dimes of millions of children, as well as the dollars of their 
fathers and mothers, so that their brethren overseas may eat. In the myriads 
of people-to-people links of help, lifelines to so many desperate persons, main- 
tained by ongoing voluntary agency programs, are sown seeds of peace from 
which can grow a real unity of the human family. 

The programs of surplus food assistance take many forms. They are carried 
on in large cities in feeding centers, through institutions and through available 
welfare organizations. 

They are carried on through mission outposts, through indigenous religious 
and other organizational facilities. 

They are carried out through school feeding, building stronger bodies than 
would be otherwise in any way possible for the future citizenries abroad. In 
every country, the whole program is supervised by an American citizen, often 
assisted by an American staff. The field personnel involved is largely of a vol- 
untary nature. It is almost impossible, quickly, to comprehend the vast network 
of contact points thus made available between the American people and their 
friends in need across the seas. Literally tens of thousands of volunteers are 
thus involved in the person-to-person distribution alone. 

Despite the magnitude of this greatest of food relief efforts, there are still 
impoverished and undernourished persons in need who have not been reached or 
who have been reached only minimally. 

Government responsibilities for the overseas distribution program at the out- 
set were shared by various existing government agencies both here and in the 
recipient areas abroad—among them the Advisory Committee on Voluntary For- 
eign Aid, bureaus within ECA, MSA, FOA, and later ICA, in the embassies over- 
seas, in United States overseas missions, in the Department of Agriculture and 
in agricultural missions, etc. 

Many circumstances have arisen that tend to militate against the basic objec- 
tives of the partnership to meet human need and, we believe, that tend to nullify 
the actual intent of the Congress in its Public Law 480 provisions. 

The persons and bureaus concerned with the program have in most instances 
attempted, and continue to attempt, to do their very best within the governmental 
structures in which they found themselves. 

As a first effort to have a new look taken at the overseas distribution programs, 
the voluntary agencies recently requested the Secretary of Agriculture to ar- 
range for a meeting on the administrative level to discuss suggested improve- 


ments in the situation. This meeting was held on May 22 and the agencies be- 
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lieve that much good was accomplished and that betterment may result in some 
areas of operation through continued consultation, a medium for which is pres- 
ently being formulated. 

Among points on which the agencies suggest attention might well be focused 
for the improvement of the overseas aid programs in which they are engaged 
in partnership with the Government are: 

(1) The necessity that these programs have basic direction under a well-de- 
fined policy consistent with the three major objectives mentioned earlier. 

(2) Coordination and cooperation, on the basis of partnership, at local levels 
of operation between the voluntary agencies and/or missions and embassy 
representatives. 

(3) A more elastic interpretation of title 2 and title 3 provisions of Public 
Law 480 so that voluntary agencies may not be denied the flexibility necessary 
to meet the needs of people afflicted by sudden disasters and emergencies. 

(4) A reappraisal of the present ocean freight reimbursement policy partic- 
ularly as it applies to some agencies and some areas, so as to determine whether 
experience to date justifies, through dollars saved, the loss in achievement of the 
basic objectives of the total program through resulting limitations and the lessen- 
ing of people-to-people contact. 

The agencies also feel that when agreements between our Government and 
other governments are made in this regard, they should in no wise affect the 
fact that under title 2 and title 3 legislation voluntary agencies can be reim- 
bursed for ocean freight charges on all surplus commodities approved for ship- 
ment by the departments charged with the approval responsibilities, and that the 
risk of successful collection from recipient governments should not be borne by 
the agencies. 

(5) Extension of the privilege of processing of commodities as provided for by 
the last Congress, particularly as regards conversion of suitable commodities into 
oils vitally needed in overseas diets, and consideration of making available addi- 
tional products besides food which are either in steady or temporary surplus, 
and whose use would be highly beneficial in overseas programs. 

(6) A provision either in section 104, title 1 of Public Law 480 (setting forth 
authorized uses of local currency funds derived from the sale of American agri- 
cultural products) or through other legislation, for the financing of reconstruc- 
tion, rehabilitation, self-help and other technical assistance-type projects by 
American voluntary nonprofit agencies registered with and recommended by the 
Advisory Committee on Voluntary Foreign Aid. 

American voluntary overseas agencies have long sought through the initiation 
and development of rehabilitation and self-help projects to assist people to re- 
cover their self-sufficiency or to become more self-sufficient. 

Examples include building up of improved methods in agriculture, sharing of 
know-how in the making and use of tools, in furnishing technical educational 
materials, ete, 

The voluntary agencies believe that such sharing of the tools of self-sufficiency 
has at least parallel importance with their ministry to need in the furnishing of 
food, clothes, and medical supplies. 

It has been difficult for the agencies, out of their immediate resources to ade- 
quately develop this type of self-help stimulation, particularly because of their 
continuing large cash outlays in the programs of distribution of United States 
surplus commodities and in meeting emergency needs. 

Feeding undernourished peoples provides no final answer to their problem, nor 
can it continue indefinitely. In order to make a more positive contribution to the 
self-sufficiency of needy peoples, to strengthen them in their daily fight for exist- 
ence and to aid their nations through a strengthening of the citizenries, the 
agencies feel that the time definitely has come for at least a moderate stepping-up 
of self-help efforts, particularly so that, when the surplus programs begin to 
diminish, there may be a gradual rise in the self-sufficiency of the peoples 
concerned. 

To this end, the agencies feel it both fitting and appropriate—particularly in 
view of the situation of many refugee groups around the world—that such legis- 
lation as is suggested be enacted by the Congress. 

While from a quick view, it might appear that there is inconsistency in linking 
overseas self-help projects to surplus distribution abroad, the agencies are con- 
vinced that the reverse is actually true. 

A basic purpose of the surplus distribution programs is to keep alive and help 
make more productive as citizens the needy people to whom we minister abroad. 

The program of food distribution takes the first necessary step to this goal. 
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Precisely because of the huge investment in their welfare that surplus distribu- 
tion makes, we can ill afford to abandon them at this point. Projects to help 
them to help themselves to increased self-sufficiency and greater productivity 
are vital to their future, equally as their self-sufficiency and strength are vital 
to ours. 


MEMBER AGENCIES OF AMERICAN COUNCIL OF VOLUNTARY AGENCIES FOR FOREIGN 
SERVICE, INc. 

American Baptist Relief 

American Bureau for Medical Aid to China, Inc. 

American Federation of International Institutes, Inc. 

American Friends of Russian Freedom, Inc. 

American Friends Service Committee, Inc. 

American Fund for Czechoslovak Refugees, Inc. 

American Hellenic Progressive Educational Association— 

Refuge Relief Committee 

American Jewish Joint Distribution Committee, Inc. 

American Middle East Relief, Inc. 

American National Committee to Aid Homeless Armenians (ANCHA) 

American ORT Federation, Inc. 

American Relief for Poland, Inc. 

Boys’ Towns of Italy, Inc. 

Brethren Service Commission 

Catholic Relief Services, National Catholic Welfare Conference, Inc. 

Church World Service, Inc., National Council of the Churches of Christ in the 

U.S. A. 

Cooperative for American Remittances to Everywhere, Inc. 

General Council of the Assemblies of God, Foreign Service Committee 

Heifer Project, Inc. 

Hadassah, Ine. 

International Rescue Committee, Inc. 

International Social Service, Inc., American Branch 

Iran Foundation, Inc. 

Lutheran Refugee Service 

Lutheran World Relief, Inc. 

Mennonite Central Committee, Inc. 

National Travelers Aid Association 

Near East Foundation 

Russian Children’s Welfare Society, Inc. 

Salvation Army 

Selfhelp of Emigres from Central Europe, Inc. 

Tolstoy Foundation, Ine. 

Unitarian Service Committee, Inc. 

United Friends of the Needy and Displaced People of Yugoslavia, Inc. 

United HIAS Service, Inc. 

United Lithuanian Relief Fund of America, Inc. 

United Seamen’s Service, Inc. 

United Ukrainian American Relief Committee, Inc. 

World Relief Commission of the National Association of Evangelicals 

World University Service 

Young Women’s Christian Association, Inc. (World Emergency Fund) 


Miss Eaan. I am particularly concerned here today with the 22 of 
these agencies which have been privileged with the opportunity to use 
United States surplus foods in their worldwide ministries of relief to 
the hungry and destitute throughout the world. 

With me here are representatives of the larger of these agencies 
which distribute United States surpluses free to needy people over- 
seas. These agencies have been invited by the committee, and will 
speak on their programs with specific reference to the six recommen- 
dations developed later. 

IT would like now to introduce the representatives of the agencies, and 
then I will speak to the paper, so that I will give them a chance to 
speak for themselves. 
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Senator Humpurey. Very good. 

Miss Kean. First of all, I would like to present Dr. Norris Wilson, 
executive director, Church World Service, Inc. 

Senator Humpurey. May I suggest that any of you that wish may 
take one of the chairs along that end of the table. 

Miss Eean. And Mr. Gilbert Blackford, of Church World Service. 

Mr. Bernard A. Confer, executive director of Lutheran World 
Relief. 

Mr. Teymuray K. Bagration, of the Tolstoy Foundation. 

Miss Henrietta K. Buchman, of the American Jewish Joint Distri- 
bution Committee. 

Mrs. Raphael Tourover, of Hadassah, Inc. 

Mr. Richard Reuter, of the CARE organization. 

Mr. Frank Gofflio, of CARE. 

Mrs. Anna Matson, assistant to the president of the International 
Rescue Committee; and also, Mr. Wendell Rockey of the World Relief 
Commission of the National Relief Commission of the National Asso- 
ciation of Evangelicals. 

I think I have covered everyone who is here. 

Senator Humpurey. We are very pleased with this representation. 
I am glad to see that there are 2 or 3 chairs left, so that when my col- 
leagues arrive they won’t think that I have preempted all this space 
for others. 

Miss Eean. Mr. Chairman, the American Council of Voluntary 
Agencies has a surplus commodities policy committee which prepared 
an 814-page paper embodying 6 recommendations for the future of 
the surplus commodity disposal program through voluntary agencies. 

If I read this through there would not be time for your other testi- 
mony. So, therefore, I will speak to it instead. 

Before I speak, I would like to cite one other striking instance of 
the utility of our American surplus commodities overseas. Not quite 
3 years ago, nearly a million people from North Vietnam came to 
South Vietnam as destitute refugees. The port of Saigon was filled 
to overflowing with people who lived on the streets, lived in schools, 
in every public building. Immediately, American voluntary agencies 
shipped in every available surplus commodity, especially powdered 
milk, rice, and butter oil. Feeding stations were set up in every corner 
of Saigon, so that nobody died of hunger, and no real epidemic 
got underway. 

In the swiftest migration in history these 860,000 refugees fanned 
out countrywide, where they hacked out villages from the forest lands. 
During this difficult period they were also fed from American surplus 
commodities. They used them in different ways than the way we 
would use them. For example, flour, they make it into noodles, and 
they make what they call soupe-chinoise over there. It is a sort of a 
cereal, and that is what they have for breakfast, dinner, and supper. 

Senator Humpurey. It is sort of like a busy Member of Congress 
having hamburgers. 

Miss Eaan. It is exactly the same picture. 

A year and a half after the people arrived, I went to visit scores of 
these villages, and I saw the inventive ways in which they used the 
butter oil, corn, flour, cheese, and other American surplus commodities. 
Unfortunately, the settlement was down so far that it became known 
as a roadside resettlement. On the road going north out of Saigon, you 
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had hundreds of villages on both sides. They were easily reconstituted 
as villages because they had migrated in organisms as villages. And it 
was soon decided that these people couldn’t possibly live in that area. 
And so a tract of 190,000 acres which had not been militarily secure 
and which had formerly been cultivated as rice paddies was made avail- 
able to the refugees, and they had to start resettling all over again. 
The voluntary agencies staved with them, sending American foods 
down by truck to the last road point and then by barge and irriga- 
tion canal to these new resettlement areas. At the same time that our 
Government was making the larger materials and supplies available to 
bring this land back into cultivation, the voluntary agencies were 
keeping the people alive so that they could use these lands and wait 
for a harvest. 

The first crop in this new resettlement area called Cai San has come 
in, and it was a much better crop than could have been expected. 

So here we have the use of American surplus to bring stability to 
people, to give them the chance to produce for themselves. The area 
of South Vietnam was one of the least stable in Asia. It was torn by 
strife, was the victim of an 8-year war; there were brigands roving the 
countryside. At this point, partly because of the use of American sur- 
plus foods, it is one of the most stable areas in Asia. And in this work, 
as in many others, the voluntary agencies work in a partnership—and 
that is the word we want to stress—with our Government. 

This partnership has three aspects or objectives: the objective of 
agriculture, to use as much of our surpluses as we can for a good cause, 
and to cut down storage costs; the objective of international relation- 
ships, to prove to people overseas that Americans are their friends and 
want peace, want their peace and stability; and third, the voluntary 
agencies’ objective that need shall be ministered in as wide a scope as 
possible, regardless of race, color, or creed, and as you said so well, 
Mr. Chairman, politics. It is a nonpolitical activity. 

May I briefly give a short history of the use of surplus by voluntary 
agencies. 

In 1949, in the enactment of the Agricultural Act, it was decided 
that as American voluntary agencies were already on the spot serving 
the needy, it was through them that the available surpluses of that day 
would be channeled to those needy. 

This was a very limited program. The items distributed were given 
to us sporadically, they included milk, butter, cheese, dried eggs. 

In 1954, in Public Law 480, more possibilities were given to the vol- 
untary agencies, and in 1955 more than 400 million pounds of Ameri- 
can surplus foods were distributed all over the world through volun- 
tary agencies. 

In December 1955—and I would like to correct the first paragraph 
of page 4—in December 1955, Secretary of Agriculture Benson, follow- 
ing appeals by voluntary agencies’ representatives, declared wheat, 
corn, rice, and dried beans available for overseas distribution. 

In 1956 the Congress provided ample freight funds through an 
amendment to title IT of Public Law 480 easing the ocean freight fund 
situation and making possible the extension of the programs in the 
many areas of need overseas. Due to these factors, during that year, 
nearly a billion and a quarter pounds of surplus commodities were dis- 
tributed free through the voluntary agencies to the most dispossessed 
of humanity. 
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During the first 9 months of the current fiseal year, July 1, 1956, 
through March 31, 1957, shipments abroad by 22 agencies totaled 
1,248,508,578 pounds of surplus commodities. These reached 59 of our 

sister nations and areas in the free world. All of these commodities 
were labeled “gift of the American people.” 

How were they distributed? Through feeding centers, institutions, 
welfare organizations, mission outposts, hospitals, leper asylums, any 
welfare service that exists in an area where the voluntary agencies’ 
work becomes a contact point for American generosity. There are 
thousands upon thousands of these contact points, and at each one 
you have often a plaque, a poster, or a sign, “These foods reached you 
through a gift of the American people.” 

Have we reached all of the people? Of course not, there are many 
millions we could still reach that are destitute through no fault of 
their own. For example, the million refugees in Hong Kong haven’t 
received anything like what they could really use, 

Since that progr am grew so, it was guided through many agencies 
of the Government, ine juding the Advisory Committee on V oluntary 
Foreign Aid, bureaus within ECA, MSA, FOA, and later ICA, in 
the embassies overseas, in United States overseas missions, in ‘the 
Department of Agriculture, and in agricultural missions overseas. 

All of the people who have been concerned with this program have 
shown a tremendous comprehension of the role of the voluntary 
agencies. However, as the program has grown very, very fast, some- 
times there are different concepts within different agencies, and that 
is why we come to the first of our recommendations, namely, that this 
overall program be directed, guided, helped through a single well- 
defined policy. 

Our second recommendation is: Coordination and cooperation on 
the basis of partnership at the local levels of operation between the 
voluntary agencies on the one side and the missions and Embassy 
representatives on the other side. This must be a continuing partner- 
ship. And that is the relationship we have had up until now. 

Our third recommendation is that there be a more elastic interpreta- 
tion of title IT and title III provisions of Public Law 480, so that 
voluntary agencies may not be denied the flexibility necessary to meet 
the needs of people afilicted by sudden disasters and emergencies, 

Senator Humrnrey. What do you mean by a more elastic interpre- 
tation ? What is the trouble now ? 

Miss Ecan. May I give you an example, Mr. Chairman? 

Senator Humrurey. Please do. 

Miss Ecan. The voluntary agencies have, say, in India a going 
feeding program for people in camps—as you know, there are many 
millions of refugees in India, and several hundred thousands of them 
are still living in camps near the Pakistan border. There is food, say, 
dried milk and other items, stocked to carry on this program. Some 
of the agencies have a school-feeding program in these camps. Sud- 
denly there comes a flood or an earthqu: ike, Our stocks come to us 
under title III. Disaster emergency is supposed to be under title IT. 
In order to meet that need we are supposed to get an agreement from 
the USOM Mission, if that is possible, but sometimes we can’t get 
through to Delhi, or something like that, and we go ahead and help 
anyway. That, it has been noted, is not supposed to be our function. 
And yet we can’t say to the flood victims who are starving, “we have 
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to continue our regular day-to-day school feeding in another area.’ 
So if these titles were merged, or the whole thing was made more 
flexible, it would be a great aid to the program. 

Senator Humpnrey. Have you discussed this with the administra- 
tive people and the executive people ? 

Miss Eaan. Yes, we have, and there is great understanding of that. 
But the law is the law and we can’t 

Senator Humpnrey. I want to say most respectfully that there is 
great understanding, but I have yet to get a recommendation from the 
executive department to do anything about it. And I want to pin 
this down, because I have many people telling me they have a warm 
understanding, but that is the easiest thing ‘they can say. What I 
want to know is, when do we get somebody here who says that the 
law should be amended ? I think that when the voluntary agencies 
convey these messages to the executive branch, and they get this great 
understanding, that they ought also to convey it toa legislative branch 
where you may get a revision of the law, because I don’t recall any— 
maybe I am wrong—but I don’t recall anybody mentioning it be- 
fore. We just had “hearings on Public Law 480, we went into it con- 
siderably, and there was great timidity about suggesting changes. 

Miss Eaan. There are other examples, Mr. Chairman, of that title 
II, title III, confusion, where a program that normally should be 
under title III is under title I], or vice versa, it is just a matter of 
confusion that no one envisioned. And now, in practice, we have seen 
the need for clarification. 

Senator Humpurey. How long have you been trying to get a re- 
vision of this? 

Miss Ecan. Well, we were only, I think, concerned : 
1956 I think we saw that this needed a real clar ification, Mr. "C hair. 
man. 

Senator Humrnrey. Are you denied the opportunity to partici- 
pate in disaster oan programs under existing law ? 

Miss Eaan. No, we are not denied, and we have got a ruling that it 
can in some cases be done. But it should be a ‘foregone thing, it 
shouldn’t have to be each time an ad hoc thing. 

Senator Humpnurey. I understand. Who does the disaster feed- 
ing now ? 

‘Miss Eean. It is title II, generally the Government, because our 
Government gives to the local government, for example, of a State 
where there is a flood whatever supplies it has. But very often our 
Government doesn’t have any supplies on hand, and the agencies do. 
There is the point. 

Senator Humrnrey. In other words, your inventories are on the spot 
frequently ? 

Miss Eaan. Yes, frequently. 

Senator Humpnrey. And the Government inventories are all back 
here in the United States? 

Miss Ecan. Yes. 

Senator Humpurey. Which is another point that some of us have 
stressed, that it seems to me that you generally have fire-fighting 
equipment where there is a possibility of having a fire. And it seems 
to me that it might not be a bad idea to be thinking about food 
depots. We have talked about international food and fiber reserves. 
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And in the United Nations, I want you to know, we were able to get 
adopted unanimously a recommendation for the establishment of in- 
ternational food reserves, which was a program that we fought 
through—I happened to handle that particular topic for our Govern- 
ment. There was much resistance for a long period of time about 
coming up with anything. 

And I frankly said to them that I wouldn’t go along unless we were 
going to propose something constructive instead of objective. And 
so we finally got something constructive, and we did propose it and 
it carried. Now, we want you to help us implement the proposal. 
In discussing it, I found that everybody in the United Nations knew 
about it, but very few people in the Government knew about it. I 
discussed this with the Department of Agriculture people and they 
were about as uninformed as though I had been talking to somebody 
in Ubangi. So, I want your help. 

Miss Eean. Mr. Norris Wilson. 


STATEMENT OF R. NORRIS WILSON, EXECUTIVE DIRECTOR, CEN- 
TRAL DEPARTMENT OF THE CHURCH WORLD SERVICE, NEW 
YORK, N. Y. 


Mr. Witson. My name is Norris Wilson. I represent the Church 
World Service. 

I would just like to add in this connection that it is not only the 
presence of the supplies in the field, but the presence of personnel to 
whom the people look for help. And it is a very embarrassing thing 
when they are in real trouble, and we have to turn them away. 

Senator Humpurey. I thoroughly agree with that. And your 
agencies have this system of distribution worked out. Therefore the 
mechanics of it are involved, as well as the supplies, and from the 
mechanics comes the personnel. 

I know the Department of Agriculture people are here. They will 
have a chance to be heard again. I want them to note what we are 
saying here. 

Miss Eean. Mr. Chairman, it is only fair to say that we have 
brought this up to the administrators of this program in the Depart- 
ment of Agriculture, and they have said exactly what you said, when 
there is an emergency if you can’t get an O. K., go ahead and meet it. 
However, there is still this question, as you are in the legislative 
branch, of making this not an ad hoe thing, but of changing the law. 

Senator Humrurey. I thoroughly agree. 

Miss Eaan. The Department of Agriculture is very aware of this, 
and has given us the very wise ruling, but we still have to carry it on. 

Senator Humpurey. I imagine the Department would like to have 
something in the law that where instances of disastrous conditions 
occur, the law would authorize the Department to have this kind of 
switch back and forth between title II and title III with the voluntary 
agencies. 

Miss Eean. Exactly. 

Senator Humrurey. I don’t think that would be very difficult, 
frankly. I think that could have been done in about 2 seconds if 
somebody had suggested it. 

Go ahead. 
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Miss Egan. The fourth recommendation is a reappraisal of the 
present ocean freight reimbursement policy for surplus commodities, 
only as it applies to some agencies in some areas. 

Senator Humpurey. Could you explain that to me? I sponsored, 
I believe, the ocean-freight provisions in the law. 

Miss Eaan. Yes. 

Senator Humpnrey. And I would like to know what you mean by 
reappraisal of it. 

Miss Egan. It is more a reappraisal—not of the law, Mr. Chair- 
man, because the law states that wherever voluntary agencies have an 
approved program for a recognized need, the ocean-freight funds can 
come from the funds already appropriated—however, in some coun- 
tries it was decided for various reasons, that the receiving country 
should pay all or part of the freight. And that was a government- -to- 
government agreement. And some of those countries—I don’t want 
to name them for the record, but we can submit a memorandum later— 
after the agreement was made the voluntary agencies embarked on a 
program, and the receiving country wasn’t able to meet its obliga- 
tions. And so the program was in a state of confusion, there was a 
limited program, and it really seemed to us to nullify the objections 
of the law in the first place. 

I think some of our testimony will deal with that. 

Senator Humpurey. I would like whoever will talk about it, to 
kindly gve us a clear picture of what they mean, because I have heard 
this recommendation mentioned before by others, and I have never 
quite understood exactly what they meant. So when you come to it, a 
specific recommendation again would be helpful. 

Miss Eaan. Yes. 

And then the next point is the extension of the privilege of proc- 
essing of commodities as provided for by the last Congress. We have 
had some processing that has been of inestimable value, for example, 
the processing of butter into butter oil was used in feeding in India 
and other areas, the processing of wheat into flour, corn into corn- 
meal. And now, one thing that we lack, as voluntary agencies in all 
of our program overseas is oil, which is the most protective of foods 
for those who are consistently malnourished. The cottonseed oil 
which was surplus here was like gold all over the Far East. 

Senator Humrurey. Of course it is. 

Miss Ecan. Well, butter oil—no one can describe it. In India a 
child would put his finger in the butter oi] and taste it and say witha 
very loving sound in his voice, “America”—that is how they know 
America. And at this point we have no oil in any of our programs. 
And so there is a cheese surplus, for example—you can get a very 
good butter oil from cheese—but this is something that we hope would 
prevent waste. 

Senator Humreurey. Of course, you know that this is again due to 
official policy. The commodities which are available are those which 
are declared to be surplus by the Department of Agriculture. Con- 
cerning oil, the Government isn’t buying any oil right now; it is buy- 
ing soybeans. And, of course, if you are going to. get any oil out of 
jt, you will have to process the soybeans. From my point of view, 
think this is a very foolish policy. I think I know something about 
the agricultural policies. You can buy oil a lot cheaper than you can 
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buy beans. And there is a need for oil more than the actual bean that 
is to be processed. And you can support the price of soybeans at much 
jower costs by buying oil than you can by buying beans. In addition, 
you don’t have all the storage problems. 

The need for oil is just like the need for the Treasury right now to 
do some of its refinancing. It is a tremendously great need. And yet 
the oil is not declared surplus. There is no surplus of oil, you know. 
It is a game that we have around here. You put your hand over one 
eye and say, “I don’t see it.” There is a surplus of oil, there is all kinds 
of oil. There is all kinds of surplus of soybeans. ‘But the Govern- 
ment says that there isn’t, and you just believe that there isn’t. You 
don’t worry about the truth, you just worry about what somebody else 
ig you. It isa very cynical attitude I have on this matter this morn- 

g, but it burns me up. Here we are telling our farm people not to 
re e these things, we are paying them not to produce, paying enor- 
mous sums of money to them not to produce. And in the process of 
paying them not to produce, we are going ¢ around kidding ourselves— 
we are not only paying them not to produce, but then we lie about 
what actually h: appens. We say there isn’t any surplus of beans or oil. 
But, of course, there is. 

And then besides that, we proceed to destroy herds, because this is 
the one way you can correct the supply situation on butter. All you 
have got to do is just get rid of the herds. Then you see you can solve 
the butter problem. Of course, you could very well use the butter to 

feed people and keep the herds (and maybe for less money in the long 
run) and have a better program. 

Now, why do I say this to vou? I come from a rural area. I repre- 
sent in this Congress in part what I consider to be a good, substantial 
agricultural area, with rich soil, hard-working people. The average 
investment in the farm in my State is over $50,000 in capital goods. 
That is the average investment. The farmer’s average income is very 
modest. ‘The average hourly pay for a farmer in the State of Minne- 
sota is about 40 cents an hour. Yet the policies of our Government are 
to drive this man out of business. I noticed the Secretary said this 
morning that farmers now ought to just figure out how to get work 
someplace else. I got the story that the farmer ought to get some extra 
work; a dollar is a dollar, no matter where he gets it. I guess if he 
works in a tavern or out on the farm, a dollar is a dollar. All I can 
say is that this is not a very wholesome way to look at agriculture, par- 
ticularly when we need the farm commodities. 

I will just conclude with this. I want you people to help us get the 
story across to the American people. I would like to have you assign 
a research student to my letters. You would be surprised at the num- 
ber of letters coming in condemning the farm people of the United 
States for what they have done. You see, they are considered, because 
of the propaganda in the United States, to be kind of public enemies, 
because they produced these surpluses. Not to me; to me they are 
great people. But my mail from outside the rural areas, the metro- 
polit: in areas, will reveal that what is re sally wrong here is that the 
farmers are Just costing the Government too much money. 

That is a bad situation, they contend, and the farm people have con- 
tributed to it. T venture to say that there isn’t one person out of a 
thousand that knows what you have told me this morning. I think I 
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am somewhat sensitive to public opinion. And one area that I know 
a great deal about, in terms of living with it, working with it, suffering 
with it, is the agricultural area. And yet somebody out home will get 
a new factory that produces a new button or gadget that will drop a 
bomb a little bit more accurately than could be done before, that gets 
a 2-page spread in the paper: “This is the greatest thing that ever 
happened in the last 10 years.” And yet I went on a mission to Europe 
und the Middle East and saw milk from my State in 6 different coun- 
tries feeding children. And we haven’t yet been able to get the papers 
in my State to run the pictures of children in these countries being 
fed milk from cartons with a label on it, “Minnesota dairies.” And 
I can show you pictures in the paper about all kinds of destructive 
weapons ! 

So I am filled up, let me say, with a kind of sadness in my heart 
as to what I see in essence is the lack in use of food and fibers as an 
instrument of effective policy. Too often we lose sight in such high- 
powered phrases as “international policy” or “foreign policy.” What 
we need is just Sunday-school policy—that is what I was taught when 
I was young. 





STATEMENT OF MRS. RAPHAEL TOUROVER, WASHINGTON REPRE- 
SENTATIVE, HADASSAH, THE WOMEN’S ZIONIST ORGANIZATION 
OF AMERICA 


Mrs. Tourover. There is a picture in the morning Post of the milk 
for the District of Columbia. 

Senator Humpnrey. Well, that is good, I am delighted. And I 
want to say it took an awful long time to get milk to the children of 
the District of Columbia. 

Mrs. Tourover. It surely did. 

Senator Humpurey. It is a sad situation. Here I have lived in 
the District and I never knew the conditions. Of course, I don’t rep- 
resent the District of Columbia, only as a Member of Congress. I will 
guarantee you that if in my State we didn’t have school lunches, some- 
body would know about it. I am happy that I was one of those that 
found out about it, along with Senator Morse, when I saw those stories 
in the newspaper. And to think that the children in the District of 
Columbia were without food, here where you have a Government that 
complains every day in its life about surplus farm products—a Gov- 
ernment that has made many farmers ashamed to milk acow. That is 
right! The Government has made our farmers actually defensive and 
ashamed of their profession by the pronouncements of policy. A 
dairy farmer in my State is—according to the Government policy— 
an evil man. What does he do? He produces rich food. And here, 
right in the District of Columbia, there are hundreds of thousands 
of children without adequate food. 

Please go ahead. That is off of my chest. Iam waging a one-man 
battle on this, and I am a relentless, persevering soldier. 

Miss Eean. Mr. Chairman, you added something that we have put 
in our fifth recommendation that the agencies would open certain sur- 
pluses, other than food, namely, fiber, would be made available for 
their programs. In Korea, the thousands that have tuberculosis, can- 
not recover because they can’t sleep in their poor little shacks, they 
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have nothing to wrap around them. And if We could have even raw 
cotton, the agencies could try making comforters for those people. 
Senator Humpurey. We have a law that says they can be proc- 


essed. Senator Clements and I are the sponsors of it. You know 
about that, don’t you ? 


Miss Ecan. Yes. 


Senator Humpurey. Why don’t they process it and give it to you? 

Miss Eaan. This is something we are looking forward to. It is 
possible now, but only in a very limited way. 

And then the sixth recommendation is a little bit involved, and I 
will try to make it short and succinct: a provision either in section 
104, title I of Public Law 480 (setting forth authorized uses of local 
currency funds derived from the sale of American agricultural prod- 
ucts) or through other legislation, for the financing of reconstruction, 
rehabilitation, self-help, and other technical assistance type projects 
by American Voluntary nonprofit agencies registered with and rec- 
ommended by the Advisory Committee on Voluntary Foreign Aid. 

From a quick view, the use of moneys, local moneys that have come 
as a result of the local use of surpluses, for voluntary agencies’ 
projects might seem inconsistent, and it might seem inconsistent to 
link overseas self-help projects to surplus distribution abroad. But, 
actually, the reverse is true. A basic purpose of the surplus distribu- 
tion programs is to keep alive, and help make more productive citi- 
zens the needy people to whom we administer abroad. 

Senator Humpnrey. I think it is a very important emphasis. 

Miss Ecan. And in many areas—let me name 1 or 2—in Vietnam, 
for example, when the newly arrived refugees had ‘started producing 
on the rice paddies, that was all they had for food. One of the 
agencies was able to bring in Tilapia fish from the Philippines which 
grow in the rice paddies and are very, very prolific, and therefore 
supply a source of protein and vitamins which complement a rice 
diet. 

Now, if these funds, these local currencies, were made available, 
even in small amounts to the voluntary agencies, all those little 
projects, ‘which are now going on, could be proliforated, and the 
voluntary agencies, not being endowed with all the money of the 
Government, know how to work with the people husbanding their re- 
sources in the way that the people understand. 

The program of food distribution takes the first necessary step to 
this goal of self-sufficiency. Precisely because of the huge investment 
in their welfare, that surplus distribution makes, we can ill afford 
to abandon them at this point. Projects to help them to help them- 
selves to increase their self-sufficiency and greater productivity are 
vital to their future, equally as their self-sufficiency and strength are 
vital to ours. 

I would like to add two sentences, that in the postwar period, though 
the agencies have been able to use great amounts of surplus, the total 
contributions of funds, services, and other material aid from their 
constituents are far greater in value than the value of the surplus 
foods. And those contributions come from the nickels and dimes of 
children as well as from the dollars of their parents. And with all 
these myriads of lifelines of aid from American people overseas; we 
are sowing the seeds of peace that will bring a true unity of the human 
family. 
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Someone a few years ago had a cartoon, and he called it Sermon on 
the Mount. It was an American standing on a mountain of wheat, 
giving a sermon to the world. I am sure that any sermon spoken from 
the top of a mountain of unshared surplus would have very little effect. 

Now I would like to call on Dr. Norris Wilson. 

Senator Humpnrey. I would like to add at this point, since this is 
a mutual education process, that I trust there is authority under Pub- 
lic Law 480 and there is authority under the Mutual Security Act for 
your voluntary agencies to receive the local currencies for the purposes 
such as you have discussed. The will by government may not be there, 
but the authority is there, particularly in its scientific training and in 
its technical schools. The President in his speech at Baylor Univer- 
sity a couple of years ago talked about establishing schools around 
the world for vocational training and guidance improved. The funds 
are there, we have money running out of our ears. That money means 
nothing without will. You can get along with a lot less money, if you 
have the desire and the determination. 

A year ago we in the Senate Foreign Relations Committee directed 
the Government to spend this money for universities and schools and 
they still didn’t do it. Senator Fulbright and I sponsored a bill on 
the Mutual Security Act, authorizing $10 million and directing the 
administration to spend that on American universities overseas. We 
did not say “may,” but “do it.” Then we added to these currencies 
under Public Law 480. There was $1,800 million of such funds lying 
around that we finally got collected under some bookkeeping system. 
But actually very little of it has been expended. We directed them 
to spend $5 million for translations of books—this doesn’t mean only 
books, but pamphlets, homemaking books and all kinds of little pam- 
phlets such as we have for our people. Only about a million dollars 
was expended. It is a basic thing, but we have so much difficulty get- 
ting something done on it. We finally got the airplane program up 
pretty well, and the tank program—we can spend money quite fast 
for all of that. Lam for that too if we need it. 

But I say these things to you. I want to tell you good friends 
something. You do a wonderful job with your programs; you do an 
amazing job, and I am for you 1,000 percent. And I also need you to 
do a job that must be done, and that is right at the political centers. 
One of the main political centers is with people—getting right out with 
folks is much the more effective way—and the second one is right 
down here in Washington. And when you people have come here with 
no remuneration—and there are people in this room who on their 
own—have come to certain Senators, and have pleaded for little amend- 
ments to be put on the law, they have been put on. 

I would venture to say that most of the amendments that the volun- 
tary agencies ask for they get. And the reason you do is because of 
your fine reputation, because of your outstanding record of perform- 
ance, because you have no axes to grind. I really appeal to you that 
when you see something that really needs to be done, you move moun- 
tains to get it done, because really the work that you are doing is every 
bit as important as the disarmament discussions going on in London 
and maybe will be more successful. And that is why you must do 
what you are doing here today. And I regret that every member of 
the Senate isn’t here, but this record will be made available to them. 


Proceed, Dr. Wilson. 
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Mr. Wixson. Mr. Chairman, my name is R. Norris Wilson. I am 
the executive director of the central department of Church World 
Service, the overseas relief agency for the member churches in the 
National Council of the Churches of Christ, in the United States. 

I am abbreviating my statement, according to your request, Mr. 

And I want to express my thanks for the opportunity to 


Chairman. 
testify here. 

Our estimate is that it is possible on the average to distribute 250 
pounds of food for $1 in cost to the American churchmen and in many 
cases much more than 250 pounds per dollar. The costs which the 
American churches bear are those relating to distribution overseas, 
and to marketing and insurance for the shipments. Church World 
Service is spending approximately a million dollars per year on this 
program. And these moneys come to Church World Service from the 
contribution of the churches of its denominations. There has probably 
never been a more effective way to make the desire of the American 
citizens to be helpful, more immediately effective. The contribution 
of the man, woman, or child in his church immediately translated into 
food for hungry men, women, and children overseas, is people-to-people 
friendship at its very best and warmest and the most useful. 

Senator Humpurey. Let me ask you a question. You know, in my 
church, we get a bulletin every Sunday that tells you all about the 
jadies aid meetings and the church peoples’ meetings, there is the whole 
format of the service, and a few messages. Do you ever ask the 
churches to explain what this program is all about in such bulletins? 

Mr. Witson. We certainly do. And we labor with the ministers in 
the local churches as hard as you labor with the administration in the 
Senate. 

Senator Humpurey. I was just thinking how good it would be if, 
when we take collections up for the good w ork that you are doing, the 
parishioners, or the members of your church, really understood that 
their Government was using this food constructively. 

Permit me again to get on my broken record. You know that most 
people think this food is wasted. In the eae s Digest, for example, 
there have been articles on wasted food. I don’t mean to pick out 
that magazine, but it is one that has a great circulation. I want to 

say in all fairness that it has had articles on the other side, too, but 
the impact is that this is waste. I recall one on butter that spoiled— 
I will wager I had a thousand letters telling me all about this butter 
that spoiled. And now the wheat is spoiling. Everything spoils. 
People are furious—waste, waste—they cry. I have been here almost 
10 years, and yet I don’t think I have had 2 letters from outside of 
the voluntary agencies that have said, “Isn’t it wonderful that the 
American people are acting within their tradition of the humanitarism 
and compassion and are really using this God-given supply of food ?” 
It really issomething. And I am pretty close to it. 

So if you could do something about it, I would appreciate it. 

Mr. Wi1son. The churches do not regard America’s plenty as an 
embarrassment but believe it to be a gift ‘of a wise, loving, and extrav- 
agantly generous providence to the American people in order precisely 
that we can help to bear the burdens of the needy people of the world 
at this turbulent stage of history. 

In the prosecution of this task, the agencies who are engaged in it, 
speak with one accord of the unlimited cooperation and helpfulness 
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shown by the representatives of the Government agencies involved, 
and in the Congress. We are working in partnership. 

But having said this, I want to say also, that we are aware that 
there are some areas in this rapidly developing program where some 
revision and adjustment could be of single service to us all. 

The first is in the matter of ocean freight. I do not think that the 
decision to ask receiving countries to bear a portion of the freight 
costs has always been helpful. In the case of Italy and formerly 
of Yugoslavia, and now of Greece, the clearances essential to the easy 
and prompt payment of these funds have not always been effectively 
made, and in most cases the agencies involved have been burdened 
by the responsibility of collecting these moneys from overseas gov- 
ernments involving us in negotiations for whose successful completion 
we feel hardly competent. 

Additionally, ewe such arrangements have been entered into 
when an overseas government agrees to pay a fraction of the freight 
costs, that government often desires a voice in the control of distribu- 
tion, and this has resulted in embarrassing ambiguities. If the agen- 
cies assume responsibility for distribution of these goods down to 
the ultimate consumer, then it is difficult to assign that responsibility 
to a government whose interest in the program is not always the 
same as that of the.agency. 

There is another area of concern. The agencies are not first of all 
engaged in the disposal of American surplus although that is, of 
course, an incidental effect. 

We are primarily interested in the welfare of the people to whom 
we administer, and it seems to us quite possible that with the exercise 
of a mandate already given to it by the Congress, the Department of 
Agriculture could help us to secure processed commodities that would 
help immeasurably to offer a balanced diet in many areas and care for 
the nutritional needs not now being served. 

Senator Humeurey. I want to underscore that. 

Mr. Witson. For example, fats and oils are probably the single 
greatest need at the moment in many areas, and if corn oil or other 
grain derivative oils could be made available to the program, it would 
strengthen it immeasurably. I am informed that on the Ist day of 
June, 1957, the Commodity Credit Corporation of the USDA will 
take title to approximately 40 million bushels of soybeans, which 
would yield approximately 180,000 short tons of soybean oil. This is 
a resource which would immeasurably enrich this program if some 
part of it could be made available. 

Senator Humpurey. And I might add, as a supplement, they will 
take title toit. Ifthey had bought the oil in the first place, they would 
have saved thousands of dollars, and saved you some money too, be- 
cause the taxpayer ultimately pays for this. I am glad they are going 
to do something about it, but, again, I want to say that this is some- 
thing the public ought to understand. If the American people under- 
stood the importance of edible fats and oils in the diet they would see 
reason for concern. I had the head of the government, the finance min- 
ister, in one country, tell me that they were down to where they had 
$10 million in reserve, and he said, “If it takes the last bit of gold that 
we have, we will have to spend it for oil. Your bases and your forces 
will all just have to get out, we have to eat.” That’s what they said. 
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And, of course, we are still arguing about whether they ought to have 
some oil. 

Mr. Witson. We have programs overseas, and small supplies of such 
oils as are available, are actually doled out, almost by the drop, for 
medicinal purposes, because of the shortage. 

Senator Humpnurey. There is one other thing I found out that you 
might want to use in your discussions with some of our business people. 
Some of the soybean oil that was sent to Spain came at a time after 
the Spanish had had some trouble with their olives. The Spanish 
olives were a very poor quality and they blended it in some of the 
merchants’ shops. The word got out that this unpalatable product 
was American soybean oil. I was in Madrid during a festival, and the 
fellows who were hawking the crowd to come into the sideshows, were 
joking about the American soybean oil. Everybody in the country 
knew that the product that they had received, which was blended, was 
almost unpalatable, so they used this in the way of a joke. I happened 
to be with the head of the American Soybean Council who was there, a 
man by the name of Mr. Howard L. Roach. He was very upset about 
this, needless to say. As we were discussing this, and in the process of 
our visits with government officials, it came to mind that it might not 
be a bad idea to have in relief packages, such as sent out by CARE, 
a can of oil that was clearly labeled “American Soybean Oil” so that 
these recipients really get a taste of soybean oil. 

Mr. Witson. That concludes my statement. 

Senator Humpnrey. I appreciate your comment in reference to 
ocean freight. I think we will have to go into this. 

Your theory is that the ocean freight ought not to be left to you; is 
that right? 

Mr. Witson. That is right. I think the agencies ought not to be in 
a position where they are assigned responsibilities for which they are 
not equipped. 

Senator Humenrey. Who do you think should do this? 

Mr. Wison. I would think it is the government—the responsibility 
for collecting these moneys rests with the government. 

Senator Humpnrey. Did you say Italy was one? 

Mr. Witson. Well, Italy was one of the countries with which we 
had some trouble in negotiations, and the program has been embar- 
rassed because of it. But this is a matter much too complex to go 
into at the moment, Mr. Chairman. 

(The prepared statement of Mr. Wilson is as follows :) 


My name is R. Norris Wilson. I am the executive director of the central 
department of Church World Service, the overseas relief agency for the member 
churches in the National Council of the Churches of Christ in the U. 8. A. This 
agency was organized in 1945 to coordinate the relief activities of the several 
churches in their ministries overseas. The very rapid increase of these activities 
in the years immediately following World War II made the task of coordination 
an essential one. The interest of the people of the American churches in ac- 
tivities of this kind is, however, not new at all, because through the ministries 
of their mission boards overseas, churches have carried on educational, medical, 
agricultural, and relief ministries in some areas of the world for as long as 175 

years. 

, The size of these tasks as they confront the churches today and the special 
character of certain new ministries, have given Church World Service its special 
function and importance within the economy of the church's mission to the world. 

One of these specialized tasks, far example, has been the resettlement of ref- 
ugees. Church World Service has been responsible for the resettlement of 
nearly 100,000 refugees in the last 10 years. 
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Another specialized task presently engaging much of our time and effort is 
the distribution of surplus commodities to needy persons overseas, and it is with 
the special problems relating to this undertaking that we are concerned today. 

While foods from the United States surplus stocks have been made available 
for distribution overseas in limited quantities for some time, with the enactment 
by the Congress of Public Law No. 480 these commodities became available 
in such quantities as to make the present program feasible. The “share our 
surplus” program of the American churches in the national council has seen an 
astonishing growth in the last 3 years. 

Beginning with 1953, surplus foods have been used by Church World Service 
as follows: 














Pounds Valued at— 
a a ons as 5 Sn kok oc Ea i nw ee Bde 17, 297, 648 $3, 286, 553 
a ssn tape acted tte iconic dai hah oan aa ood DET ee | 21,072, 284 5, 608, 954 
SIGE Bikes Sodas See ce hsteabas sued debascctin bee iid lech cdlep arb Aa aloes ead 70, 999, 300 19, 048, 451 
re os pssst eeitn: Ieee cetacean gin ap eeeee oneal ean diate macnn tick clint aca tela matainia 186, 834, 717 27, 423, 944 


RS a ar oe ri i le i a | 296, 08, 900 | 55, 367, 902 


The figures are for calendar years. 

In 1957 it is estimated that such surplus shipments for distribution abroad 
will approach 300 million pounds. 

The total number of persons reached through the distribution facilities of 
Church World Service overseas is probably 25 to 30 million annually, the ma- 
jority being outside of Europe. In Europe the estimate is currently that 7 or 
8 millions of people receive these goods. 

Distribution of these commodities in such proportions is possible only be- 
cause of the worldwide network of churches and church-related hospitals, social 
agencies, ete., which have in large part been raised up by the mission bodies and 
which are now a part of the indigenous churches in most countries. 

In India, for example, there are over 350 contact persons, administering dis- 
tribution through 4,000 centers to more than 700,000 persons. Careful committee 
scrutiny is given to the lists of needy persons and every pound of food is given 
directly to the ultimate consumer. It has been possible to exercise this pains- 
taking care to prevent waste because of the many thousands of volunteers in 
the churches and their agencies who give their service for this purpose. 

Our estimate is that it is possible on the average to distribute 250 pounds of 
food for $1 in cost to the American churches. The costs which the American 
churches bear are those relating to distribution overseas and to marketing and 
insurance for the shipments. Church World Service is spending approximately 
a million dollars per year on this program. These moneys come to Church World 
Service from the contributions of the churches of its member denominations. 

There has probably never been a more effective way to make the desire of the 
American citizen to be helpful more immediately effective. The contribution 
of the man, woman, or child in his church immediately translated into food for 
hungry men, women, and children overseas is “people to people friendship” at 
its very best and warmest, and most useful. 

The United States has, I think, no better way to demonstrate her friendship 
for the peoples of the world and to bear witness to the American philosophy of 
helpfulness and brotherhood than this program. 

A fine demonstration of this fact is presently noted in Japan. I quote from 

a report of one of our program directors an observation to this point: 
“Since the inception in Japan of the surplus sharing programs and the previous 
similar activities of American agencies, the Japanese people are becoming in- 
creasingly aware of a compulsion within themselves to help those of their own 
people who are worse off. 

“This is a new thing in Japanese life, and it seems quite significant.” 

It is our judgment, and the judgment of those nearest to the program in Japan 
that this program has had an almost revolutionary effect on the social ethic 
of the Japanese Christian community because it has made it possible for them 
to become the instruments of Christian brotherhood and charity to many thou- 
sands of people outside the church regardless of their faith. I think I need 
hardly say that this program, going forward as it is in 55 countries of the 
world, is a decisive and helpful means to world peace. 
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The churches do not regard America’s plenty as an embarrassment. They 
believe it to be a gift of a wise, loving, and extravagantly generous Providence 
to the American people in order precisely that we can help to bear the burdens 
of the needy people of the world at this turbulent stage of history. 

In the prosecution of this task, the agencies who are engaged in it speak with 
one accord of the unlimited cooperation and helpfulness shown by the representa- 
tives of the Government agencies involved. We are a working partnership. 

Having said this, however, I want to say, also, that we are aware that there 
are some areas in this rapidly developing program where some revision and ad- 
justment could be of signal service to us all. 

First is the matter of ocean freight. I do not think that the decision to ask 
receiving countries to bear a portion of the freight costs has always been helpful. 
In the case of Italy and formerly of Yugoslavia, and now of Greece, the clear- 
ances essential to the easy and prompt payment of these funds have not always 
been effectively made, and in most cases the agencies involved have been bur- 
dened by the responsibility of collecting these moneys from overseas government, 
involving us in negotiations for whose successful completion we feel hardly 
competent. 

Additionally, where such arrangements have been entered into when an over- 
seas government agrees to pay a fraction of the freight costs, that government 
often desires a voice on the control of distribution and this has resulted in em- 
barrassing ambiguities. If the agencies assume responsibility for distribution of 
these goods down to the ultimate consumer, then it is difficult to assign that re- 
sponsibility to a Government whose interest in the program is not always the 
same as that of the agency. 

There is another area of concern. The agencies are not first of all engaged 
in the disposal of American surplus, although of course that is an incidental 
effect. 

We are primarily interested in the welfare of the people to whom we minister, 
and it seems to us quite possible that with the exercise of a mandate already 
given to it by the Congress, the Department of Agriculture could help us to se- 
cure processed commodities that would help immeasurably to offer a balanced 
diet in many areas ‘and care for nutritional needs not now being served. For 
example, fats and oils are probably the single greatest need at the moment in 
many areas, and if corn oil or other grain derivative oils could be made available 
to the program it would strengthen it immeasurably. 

Mr. Chairman, I appreciate deeply the opportunity to make this statement, 
and, as I conclude, I would like to say again how grateful I am, and my colleagues 
too, for the patient and able help which we have had over the months from the 
Congress and from the officials of the Government agencies concerned. 

Appended to this statement is a list of the 35 major Protestant and Eastern 
Orthodox denominations in America which are constituent members of Church 
World Service and a list of the countries throughout the world to which they 
minister in the “share our surplus” program. 


APPENDIX A 
CHURCH WORLD SERVICE CONSTITUENT DENOMINATIONS 


American Baptist Convention 
American Evangelical Lutheran Church 
American Lutheran Church 
Assemblies of God 
Augustana Evangelical Lutheran Church 
Church of the Brethren 
Church of God (Anderson, Ind.) 
Community Churches 
Congregational Christian Churches 
Cumberland Presbyterian Church 
Disciples of Christ 
Bastern Conference of the Evangelical Mission Covenant Church of America 
Evangelical Congregational Church 
ivangelical and Reformed Church 
Evangelical Lutheran Church 
Evangelical United Brethren Church 
Finnish Evangelical Lutheran Church (Suomi Synod) 
Greek Orthodox Church of America 


95262—57——17 





250 POLICIES AND OPERATIONS 


Lutheran Churech—Missouri Synod 
Lutheran Free Church 


Mennonite Church of North America (Eastern District Conference) 
Methodist Church 

Moravian Chureh (Northern Province) 
Presbyterian Church in the U. S. 

Presbyterian Church in the U.S. A. 

Protestant Episcopal Church 

Reformed Church in America 

Religious Society of Friends (Five Years Meeting) 
Russian Orthodox Church 

Serbian Eastern Orthodox Church 

Seventh-Day Adventists 

Seventh Day Baptists 

United Church of Canada 

United Evangelical Lutheran Church 

United Lutheran Church in America 

United Presbyterian Church of North America 


COUNTRIES RECEIVING SURPLUS FOODS THROUGH CHURCH WORLD SERVICE 


Austria, Algeria, Belgium, England, France, Germany, Greece, Italy, Turkey, 
Yugoslavia, Egypt, Formosa, Hong Kong, India, Japan, Korea, Pakistan, Philip- 
pines, Indonesia, Vietnam, Okinawa, Haiti, Jamaica, Liberia, Nigeria. 


Miss Eaan. Mr. Reuter, and then Mrs. Matson, and then Mrs. 
Tourover. 


STATEMENT OF RICHARD W. REUTER, EXECUTIVE DIRECTOR, 
CARE, INC., NEW YORK, N. Y. 


Mr. Reuter. My name is Richard W. Reuter. 

As executive director of CARE, I do fee] that I would like to put 
specifically in the record and report to this committee that the avail- 
ability to voluntary agencies of surplus agricultural commodities has 
materially increased the ability of CARE to fulfill its purpose of assist- 
ing the needy in war-devastated and underdeveloped areas overseas. 
The donors to CARE on a voluntary basis have contributed some $7 
million to various C ARE programs this fiscal year to carry on this 
work, an increase of $2,778,000 over fiscal year 1956. The American 
voluntary donor appreciates and supports the added values made pos- 
sible in international relief of Public Law 480. 

I will submit a much more detailed statement for your record. I 
would like to comment on the fact that CARE actually maintains a 
4-part program, that just about one-half of our total donor sunport 
is used on what we call our regular program, in which we distribnte 
nonsurplus food products and a great variety of other packages. We 
have a very extensive self-help program. Two parts of our four-part 
program include the use of surplus. One is under a so-called food 
crusade technique, in which the foods are used in a package form. 
And I have taken the liberty, Mr. Chairman, of bringing along two 
samples of typical packages. These happen to be 23 pounds, and 
they average out at around 22 pounds. These are delivered to indi- 
viduals overseas, always under a programed arrangement, usually run- 
ning for 9 to 12 months, to get a continuity of distr ribution. They will 
deliver it under United States supervision through the CARE local 

machinery. 

Senator Humpnurey. By the way, the folks overseas do a very good 
job with those tin cans; they make them into all kinds of kitchen uten- 
sils. 








POLICIES AND OPERATIONS 251 


Mr. Revrer. One of the things that we have discovered is the inter- 
relation. We find that where our self-help program is related to food 
distribution, you get maximum value. re never forgotten my 
experiences in Panama, where we were providing self-help material 
to a tuberculosis outpatient clinic. And Dr. Flores, who is one of the 
outstanding TB men in Central America, reported to us the fact that 
the men had to come in every 2 weeks to get this package which meant 
that they first had to go through the clinic, they got their medical 
checks, they got their medicines, and then they were given the food. 
And the food was so important, that they came every 2 weeks, whereas 
otherwise, they tended not to admit that they were tubercular. There 
are dozens of illustrations like that. 

Senator Humpxrey. In Egypt I found that one of the reasons youn 
people attended schoo] was to get the school lunch program. An 
when the school lunch program was cut off, the attendance in school 
dropped off. 

Mr. Reurer. I was impressed with President Nasser’s statement— 
he may have emphasized this in talking to you—that one of the key 
factors that Egypt desperately needed was education, and not only 
did the food increase their ability to learn, but it also got them into 
schools so that they were exposed to education. 

I think that the most unique part of the CARE operation is our so- 
‘alled country program. And under the country programs in these 
areas—there are about 12 countries now—we are making use of sur- 
plus this year through contracted programs. The Egyptian program 
was such an operation, in which distribution is made usually to school 
children as a school lunch operation. The entire cost of that program, 
under the country concept, is borne by the host government. And we 
think it is important, and it is a story the American people should 
understand, and we are trying to tell that story, that a large part of 
these surpluses are being distributed, with a reasonable part of the 
cost being borne by local governments. 

Now, where we feel this is of major importance is that they must 
make the decision when they appropriate what amounts to about 10 
cents on the dollar in terms of evaluation. They must make the deci- 
sion that they want these socially worthwhile programs. And ence 
they have established the school lunch feeding program in which these 
children receive a glass of milk and a slab of cheese every day, thev 
are not going to stop it, because once that gets going and you find the 
effect on nutrition, the effect on attention—the people in Panama told 
me the great difference they found, they couldn’t wait until lunchtime 
because the children were coming to school with nothing more than 
a glass of water, so they gave them the milk when they arrived, and 
they found their ability to pay attention during the morning session 
was materially increased because they had some nourishment. 

Senator Humpnrey. I know just what they mean. If I don’t have 
breakfast I know how I feel. 

May I just add this thought. It seems to me that one of the points 
that needs to be investigated for our general public information in 
America is that in many of these countries, voluntary agencies, as you 
know better than I, are really something that never existed. This is 
something indigenous to Americans. And I think one of the greatest 
exports of America has been the expediency of other people working 
with our voluntary agencies and really becoming somewhat “inocu- 
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lated” with the idea. They have helped these people to help them- 
selves. This is a tremendous development. And it has within it the 
seeds of democratic voluntarianism of the real spirit of democracy 
which I don’t think you can export much, except by experience and 
practice. 

Mr. Revrer. Well, I would like to submit, as justification of that, 
sir, that we feel that the result of 11 years of work in Germany in in- 
terpreting this concept has been particularly well exemplified by the 
fact that the Germans, themselves, have contributed some $400,000 
to send American surplus to other countries around the world that 
are at the moment in greater difficulty. And the fact that Americans 
have been granted the same kind of a tax exemption in their income 
taxes, we have for what is essentially a foreign organization CARE, 
I think, is an interesting example of the fact that you can sell this con- 
cept that people have a responsibility for their brothers. 

Senator Humpurey. Just one final question, Mr. Reuter, what do 
you think is going to happen when we are out of milk powder? 

Mr. Revrer. I think it would have a devastating effect, sir. 

Senator Humpurey. Well, you are going to be out of it shortly, sir, 

Mr. Reuter. I have one comment here that I had hoped to be able 
to expand on a bit. 

Senator Humpnrey. Go ahead. 

Mr. Revurer. Because I believe that you will agree with it. 

Senator Humpnrey. May I ask if the Department of Agriculture 
representative is here ? 

Mr. Davis. Yes. 

Senator Humrnrey. Can you tell us about this? 


STATEMENT OF HOWARD P. DAVIS, DEPUTY DIRECTOR, FOOD 
DISTRIBUTION DIVISION, AGRICULTURAL MARKETING SERV- 
ICE, UNITED STATES DEPARTMENT OF AGRICULTURE—Resumed 


Mr. Davis. We have 69 million pounds shown available for dona- 
tion. Our estimate, however, is that we probably will have about as 
much available for the agencies this year as we had last year. It isa 
hand-to-mouth proposition. We have no big inventories. But it is 
being made available as purchases are being made. 

Senator Humpnrey. You said that it is on a more or less current 
basis, a hand-to-mouth basis? 

Mr. Davis. That is right. Due largely to the work of these volun- 
tary agencies, that tremendous surplus, tremendous inventory that 
we once had, has now for all practical purposes disappeared. 

Senator Humpnrey. Well, I think it is something at which we must 
take a good look. The few people that I have talked to, that are 
outside of the United States, or outside of your organizations, have 
been deeply concerned as to what might happen in their respective 
countries when the powdered milk program is reduced or curtailed. 
The powdered milk comes to Government possession under the price- 
supports operation. And that price-support operation is not apt to 
bring in too much powdered milk, particularly, if you get price sup- 
ports down, let us say, to below 75 percent of parity. I don’t think 
you are going to get much powdered milk. 
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Mr. Reuter. I would like to suggest to you, sir, that the present 
emphasis under our surplus disposal is on a title I operation aud 
priority is given to title I. 

Senator Humpurey. Yes, sir. 

Mr. Reuter. I would at least like to suggest for the consideration 
of your committee that as much good in many instances may be done 
for the overall American policies by a much greater emphasis on the 
so-called title III operation, and the unavailability of supplies on short 
notice creates critical distress in long-range planning. Now, it is com- 
pletely understandable from this end, but if you are doing a program 
of feeding children in Ceylon, for example, with a government that 
is attempting to stress this position of neutrality, you get considerable 
misunderstanding if you suddenly and relatively from their view- 
point arbitrarily have to discontinue that distribution. 

Now, at the present time, we are running such a program with very 
great reception in Ceylon, and I would think that the committee could 
very well consider whether further advice to the administration might 
be in order in terms of a greater emphasis on title III because by the 
sale under title I for local countries which you mentioned, there has 
now been created a fund of $1,800 million, and you remove vast blocks 
quickly from any availability under title Il. And this can im- 
measurably affect the total effort of the voluntary agencies. 

Senator Humpurey. I want to say for the Department of Agri- 
culture, of course, that they are under sort of a mandate from Con- 
gress to sell, not just to dispose. The emphasis upon title I, has been 
placed by Congress, not just by the Department. And this is obvi- 
ously something that requires legislative attention, as you are indicat- 
ing. 

Mr. Reurer. And that is why I think that some consideration should 
be given as to whether the governments are not actually, in many in- 
stances contributing as much under many of the voluntary programs 
as—and I would put as an example these countries’ programs—may 
not be contributing as much as they are when they normally are pur- 
chasing it for local currency, which is then made available for further 
projects in that country. 

Senator Humrnurey. Well, I notice that the milk program is at the 
top of the list. That is why I asked the question I did, in terms of 
the amount that has been dispensed or disposed of. And, obviously, 
it is going to be quite an adjustment if and when that program has to 
be diminished. 

Mr. Reuter. While we are sitting here today, we are feeding—and 
CARE is not the largest agency, and we certainly don’t want you to 
get the impression that we are solving the problems of the world— 
but practically we are feeding today 7 million people. These people 
are in tension areas—we are not feeding them because they are in ten- 
sion areas—but very frequently our experience indicates that where 
people are hungry you get tension areas, so there is that kind of inter- 
relation. But this fall we will be feeding 11 million people a day. 
Now, any major change in availability of supplies, and certainly in 
the case of milk, would hopelessly curtail that. 

Senator Humpurey. I notice, Senator Young, that it says in this 
CARE statement, under “Country Programs,” they have shipped 
88,860,000 pounds of flour; they have shipped 93 million pounds of 
milk; and 32 million pounds of cheese. 








254 POLICIES AND OPERATIONS 


Is that just under CARE, Mr. Reuter ? 

Mr. Reuter. That is just under CARE, and just under the country 
concept, that is about two-thirds of our shipment. And the foreign 
governments have put up, I think it is, $800,000 to pay their costs 
m dollars. 

Senator Humrurey. When you say “put up” you mean the money 
is really appropriated 

r. Reuter. Put into the bank in New York a letter of credit 
covering all dollar costs, including the personnel. Now, in that 
Egyptian program we had 6 people, at one point we had a staff of 9 
Americans under an American mission, the Egyptian Government 
paid the full dollar costs for their salaries and their expenses while in 
Egypt in order to supervise and train their people in the operation of 
this program. I think that is a significant contribution on the part 
of a receiving government. 

Senator Youne. It seems to me that under this type of program you 
get the assistance to the poorer people of the world better than any 
other program. 

Mr. Revver. We feel that—and I think I can speak for all the 
voluntary agencies in this regard—we feel that this is one of the few 
ways that you can avoid competition with normal trade and supplies, 
because the people we are reaching are not receiving—are never in 
the market to purchase goods. Our great hope is that you are eventu- 
ally going to develop a market for that. I think one of the school 
feeding programs is going to develop a market for milk, cheese, and 
for some of the other items on an on-going basis. 

Senator Younsa. I spoke at a dedication of a new creamery at Fargo, 
N. Dak., a million and a half dollar creamery, one of the finest in the 
area, a week ago today. They had a lot of powdered milk piled up. 
They said that one of the greatest problems they had was to dispose of 
the powdered milk. They could handle the other surpluses very well 
but powdered milk is one of their greatest problems. You would 
think that they would be able to dispose of it in other parts of the 
world. 

Senator Aiken. Mr. Chairman, I might add that the use of the pow- 
dered milk in these programs goes a long way toward stabilizing the 
dairy industry in this country. But we are having a little difficulty 
with some countries—and I am not speaking of CARE’s work at this 
time—that are a little bit worried about our continuing supplies of 
some of these commodities. And for that reason it is possible that we 
should be considering longer range programs, saying running from 5 
to 10 years, rather than from one year to another. And that is true 
of grains, too. 

Senator YounG. You mean under Public Law 480? 

Senator Arken. Yes. It is true as to cotton. The people who 
are buying cotton and using the cotton overseas just say that if we 
have any more ups and downs in furnishing them cotton, they are 
going to synthetics and are going to stay with them. That is also 
true of powdered milk, and we know that some of the countries have 
been reluctant to put in milk reconstituting plants, because they don’t 
know whether they are going to be able to get the powdered milk the 
next year or not. I think we will have powdered milk for years to 
come. So long as we have the outlet for powdered milk, it is easy to 
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keep the rest of the dairy industry in proper balance, and it is the 
cheapest way to keep it in balance. 

Senator Humpnrey. Of course, it is the answer out where we have 
much manufactured milk and not enough immediate domestic outlets. 

This point was just being discussed before you came in, Senator 
Aiken. I am delighted to get your contribution and I know that our 
witnesses are here because this was the very point that was talked 
about as to what might happen in terms of the powdered milk pro- 
gram. Of course, this goes for other commodities, too. 

You also develop eating habits which are very good for long-term 
American agriculture. Cheddar cheese, for instance, was not the most 
desirable product in some parts of the world, but they are beginning 
to like it. 

Mr. Reuter. You made some reference to Americans worrying about 
this being wasteful. I would like to see in the record the fact that we 
have with us today—and some of the Senators may be interested in 
glancing at that—we have pulled a few of these receipts from that 
Egyptian program, and some of our designated packages—every end- 
use recipient under this CARE supply signs that he has received this 
on a form that clearly says in his own language, and in English, that 
“this is a gift from the people of the United States of America.” And 
I think that kind of a control is something that gives satisfaction to 
Americans to feel at least their products are getting to end use that is 
productive. 

Senator Young. I think it is awfully important, that people know 
that the United States Government is making the contribution. 

(The prepared statement of Mr. Reuter is as follows:) 


My name is Richard W. Reuter, executive director of CARE, with national 
headquarters at 660 First Avenue, New York City. With me today is Frank 
Goffio, deputy director. 

CARE (the Cooperative for American Remittances to Everywhere, Inc.) is a 
nonprofit organization incorporated under the laws of the District of Columbia 
for the purpose of providing relief and technical assistance supplies, equipment 
and services to the needy overseas. In 11 years of pursuing this exclusive pur- 
pose some 20 million CARE packages have been delivered overseas and some 20 
million signed receipts are in our microfilm files in New York City. 

As executive director of CARE, I am most happy to report to this committee 
that the availability to voluntary agencies of surplus agricultural commodities 
has materially increased the ability of CARE to fulfill its purpose of assisting 
the needy in war-devastated and underdeveloped countries overseas. The donors 
to CARE, on a voluntary basis, have contributed some $7 million to various CARE 
programs this fiscal year to carry on this work; an increase of $2,787,000 over 
fiscal year 1956. The American voluntary donor appreciates and supports the 
added values made possible in international] relief through Public Law 480. 

CARE operates a four-part program: 

(1) The first is the regular CARE packages used in general relief proj-, 
ects, and also for designation to friends and relatives overseas. These basic 
packages include a wide variety of expendable items such as nonsurplus foods, 
new shoes, welcome kits for refugees, blankets, textiles, and specially purchased 
items of clothing for emergency use in situations such as the recent Hungarian 
crisis. This phase of CARE’s work accounts for almost half, or $3,163,000 of 
donor support. 

(2) CARE’s self-help program provides nonexpendable material to support 
technical assistance projects. Donors have provided this year $467,000 of sup- 
port to send special packages of tools, books, medical supplies, sewing machines, 
fishing gear, and other equipment to increase productivity at the individual level 
and to combat illiteracy and disease. CARE works closely with other groups, 
both indigenous and American in the programing and delivery of those mate- 
rials which make it possible for the individual recipient or group of recipients 
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to work toward economic self-sufficiency and to support and encourage people 
overseas who are helping themselves. 

(3) The food crusade is an adaptation of the original CARE food package idea 
under which agricultural surplus commodities are used primarily in a family 
unit of an average of 22 pounds. The costs of this distribution program to the 
needy in 19 countries are covered by $1 public contributions. The name and 
address of the donor goes with each package; distribution is under supervision of 
CARE United States personnel, and each package is receipted for by the recip- 
ients. We have with us today some of these receipts for your possible interest. 

The public has contributed $3,247,000 this year in support of this well-known 
and popular program. I have taken the liberty of bringing also a couple of 
sample packages today so the committee may see how the supplies made available 
under Public Law 480, title III, are used in the CARE food crusade. 

During fiscal year 1957, 3,767,944 units of assorted foods shipped overseas 
utilized 85,643,970 pounds of food as follows: 


Pounds 
Milk powder_____-_- shi Se Atl Ene ee hes eee Oe Beale 35, 565, 912 
RUS Same ee Des ee ee ae ee ae er | conten! os De, OOO 
kd truk Shit each: cel ins ee tet eS EPA TS _ 11, 414, 078 
Cire A nite er eee Joo J Bid ei 2, 922, 000 
ONSET I PEP ee Te Pe es oe eee ae, ee ee 14, 947, 500 
ee ee 2 eg ne SI be te Ss es Ee 7, 734, 600 
CN nen do as cis etedramni ea amerad tisha 500, 000 


It is estimated that 214 million people a day are receiving supplementary rations 
every day this year under this food crusade. 

(4) Most unique is CARDH’s fourth type of operation—the use of agricultural 
surplus through so-called country programs. Under these programs, now operat- 
ing in 12 countries, CARE sets up and supervises the distribution of United 
States surplus to individuals countrywide through institutional feeding or 
rationing programs threugh organized centers. The most common form of pro- 
gram is a school lunch distribution. The host government pays all direct CARE 
costs for these programs, including supervisory CARE personnel and al! internal 
transportation. Donor contributed funds are not used in these programs. For- 
eign governments paid $483,755 during fiscal year 1957, in dollars, to cover ex- 
penses incurred in country feeding programs. In addition, they paid in local 
currencies for internal expenses and transportation. 

This year 226,396,798 pounds of surplus foods have been shipped for country 
programs as follows: 

Pounds 


isiiiticddiiinel neal titalecw belle aits binustancral eR 205, 2ST 


Ns tt lctn athdhs asbicacthiteabbn tick tS a aaah ts eee ee __. 88, 860, 000 
ON ie ia pete begs osecald Pel pee doa DE SOF scl eed 32, 954, 066 
Peoen Ore -Weeer-o8t oo eis ess ss ae ees 5, 400, 233 
a eid IE B88 ss ret ee ie eros ee Be Liat etl 2, 799, 706 
I sh i BE al teats i Lalas. Raa es be eaeedd 1, 876, 106 
NN cere et ek oa at ae ores. en ee ere os ore 1, 000, 000 


Cottonseed oil____ wc biablevelashyd bes bole hie c et. 241, 400 


The duration of distribution varies from 9 to 12 months under each contract. 
Averaged over a 12-month period, 414 million people daily receive supplementary 
rations through the country programs. 

There is an important factor here that should be stressed. These country 
programs have been particularly effective in encouraging, and even developing, 
soundly based social-welfare programs with a firm foundation of local support. 
CARE personnel, both United States and indigenous, assist in the training of 
personnel in the handling of the foods. The importance of continuity of supply 
and careful accountability is emphasized. As a result a school feeding or insti- 
tutional program can be, and probably will be, continued as a fully indigenous 
responsibility with purchased commodities when the local economy justifies and 
the American voluntary agency has left. 

As has been reviewed here, two major phases of CARE’s program overseas 
utilize surplus commodities made available under title III of Public Law 
480. Perhaps a brief specific example of each type surplus use would he of 
interest to the committee. No distribution is ever really typical because factors 
in each country determine local variations and emphasize the need for flexibility 
in approach. Voluntary agencies coordinate their work overseas to avoid dupli- 
eation and this also creates variations on a pattern. Therefore, although not 
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necessarily typical, the food crusade program in Israel and the country program 
in Egypt might be taken as examples. 

The current Israel food crusade program involves the distribution of a total 
of 3,900,000 pounds of surplus foods (rice, flour, cheese, milk powder, and corn- 
meal) to families, schoolchildren, the needly in institutions, and Arab, Moslem, 
and Christian minority groups on a continuing basis ranging from 6 to 8 months. 
These families and groups are chosen in cooperation with the Government and 
are not receiving assistance from the larger programs of Hadassah and other 
agencies. 

The valuation of the commodities is $371,930. Shipment is made in bulk quan- 
tities at an approximate cost of $65,730, with such ocean freight charges now 
reimbursed by ICA from agricultural funds provided by title II of Public Law 480. 

Under this food-crusade type program all costs incurred by CARE are covered 
by donations from the public in $1 units. Each donor receives a receipt from 
CARE. The costs to the Israeli Government are limited to the cost of transporta- 
tion within the country. Each recipient in Israel is given the name and address of 
the donor. Should the donor desire it, the name and address of the recipient of 
his package can be furnished him, although this is not automatically provided 
on dollar unit contributions because of the expense involved. 

Distribution is supervised by a CARE staff with an American citizen as mission 
chief, and the program is operated in conformance with all regulations contained 
in Public Law 480. (CARE also operates a designated package program and ex- 
tensive self-help program in Israel. ) 

The “country” program conducted by CARE in Egypt involved the distribu- 
tion of 92 million pounds of surplus foods, over a 12-month period, to approxi- 
mately 2,365,000 needy individuals. These included all eligible schoolchildren, 
orphans; and various patients and outpatients of hospitals, mother-child health 
centers and old-age homes; and, as a pilot project, some 25,000 welfare cases. 


The commodities included in the program and the quantities of each were as 
follows: 


Pounds 
Pee: POWOGP sleccsl Cu cadais oh wiptheh ats 5S adie ade bbb abst 39, 000, 000 
OU CON ev cnrnnksh in bicletrcebeae~nenhiecbhgpeieiiaeiae weer hia 22, 000, 000 
EI aoc sn cei Paid nace rrieen tid eek ee ao<shahpplnasketins stk eieicipiatel te sila 31, 000, 000 


The 92 million pounds of commodities had a valuation of $26,410,000. Cost of 
ocean freight amounted to $1,778,625. This expense was borne by the United 
States Government. 

Total costs to the Egyptian Government in United States dollars amounted to 
$281,310.25. This sum covered CARP’s dollar costs in the United States and in 
Ngvpt. The equivalent of $73,650 was also expended by the Government of Egypt 
in Egyptian currency to cover CARP’s local currency expenditures at the mission 
in Egypt. In addition to these costs, all internal transportation and distribution 
expenses were borne by the Government of Egypt. 

I}very pound of surplus under this large program was controlled and accounted 
for from dockside to end-use recipient. All commodities were delivered clearly 
identified in Arabie and English as “a gift from the people of the United States 
of America” and receipts were procured on all distributions. We have some of 
these with us today for your perusal. 

Both United States and Egyptian officials have emphasized the effectiveness of 
this program. Six American staff assistants serving under Fred Devine, CARE’s 
chief of mission, covered every part of Egypt in the course of supervising these 
distributions. 

(CARE also operates a limited self-help program in Egypt, an emergency 
Port Said evacuee program. The Gaza Strip distributions originally under the 
Egyptian country program were for a period operated under the Israeli food 
crusade program and currently is being administered as a food crusade program 
through Cairo. ) 

Israel and Egypt are 2 different examples of surplus programs now operated 
in 22 countries. As we sit here, 7 million people—today—are receiving United 
States agricultural commodities through CARE. By next fall, this figure will 
step up to 11 million people per day. A majority of these people are in so-called 
tension areas. CARE is there not because they are tension areas but because 
they are areas of particular need. Our experience suggests that very often needy 
areas are apt also to be tension areas. 

We feel that the committee will be pleased to know that American agricul- 
tural surplus made available under title I1I of Public Law 480 has proven so use- 
ful to CARE effectiveness. In this connection it should be mentioned that the 
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extent of the program is made possible also by the ocean freight reimbursements 
under title II of Public Law 480 and under the ICA appropriations. This year 
these reimbursements total $2,554,000. 

The greatest problem facing CARE in developing programs of maximum effec- 
tiveness is the inability to carry through long-range planning due to the uncer- 
tainty of commodity availability. Except for flour, corn meal and cheese, all 
commodities are subject to unexpected withdrawal. These three items by them- 
selves are less valuable than in combination with other products. For example, 
no program in the Orient can be fully effective without rice. Beans are useful 
in both Europe and the East. Butter or cottonseed shortening or oil is a major 
ingredient in a balanced program. Yet during this fiscal year, each of these 
commodities has been withdrawn from availability for at least part of the year. 
Even milk powder which is a basic commodity in all voluntary agency programs, 
had to be put on quota allotment because of limited stocks. 

The assurance of supplies for an extended period—preferably a fiscal-year 
basis; and the availability of a balanced list of commodities are of importance 
to CARE. However, present American surplus emphasis on sale for local cur- 
rency under title I makes both of these requisities for most effective title II1 
programs relatively unattainable. As stocks of surplus items become limited, use 
through approved voluntary agency programs may prove more in the public inter- 
est than sales for local currency. 

Mr. Chairman, we appreciate the opportunity of reporting to your committee 
in this much detail on the work of one voluntary agency. We are not the largest 
users of agricultural surplus nor will CARE solve the world’s need problems. 
We do feel, however, that CARE and the other voluntary agencies are making 
an important contribution toward meeting these needs. There is still a big job 
to be done. Thank you. 


(Summary of CARE surplus distribution programs submitted by 
Mr. Reuter is on file with the committee. ) 

Mr. Witson. Mr. Chairman, it may be of interest to Senator Young 
to know that in Yugoslavia where the Lutheran Church World Relief 
Service is feeding 80 percent of all the schoolchildren 900 calories a 
day, that the schoolchildren in Yugoslavia won’t drink anything but 
powdered milk from the United States, they won’t touch fresh milk 
any more. So, we are building up a market. 

Senator Humrnrey. I don’t know whether we ought to emphasize 
that or not. But it surely is in contrast to what we are going through 
at home, isn’t it, at least in some sense? 

Before going to the next witness, I would like to insert into the rec- 
ord at this point a report I received from CARE on its activities in 
Israel before I made my trip which proved very helpful and infor- 
mative. 

(The matter referred to is as follows :) 


May 9, 1957. 
Senator H. H. HumpHrey, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR HUMPHREY: It was a great pleasure to meet you the other day 
and to have an opportunity for a brief discussion on CARE’s activities in Israel 
and recently in Gaza. I am giving you below a short résumé of these activities 
especially as they involve United States surplus agricultural products. 


ISRAEL 


CARE’s activities in Israel include the following: 
A. Transmission of person-to-person gift parcels containing various purchased 
commodities. This volume is now running at the rate of approximately 65,000 
packages per year. 

B. CARE’s self-help program which includes the distribution of layette pack- 
ages, vocational tool kits and sewing machines to needy students (mostly delin- 
quents being rehabilitated in special schools). We anticipate that approximately 
1,000 units of various types will be distributed this year. 

C. A special program for the blind and disabled, which includes Braille watches, 
special recreational kits and wheelchairs. 
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D. A book program which includes the distribution of technical scientific and 
educational books in English to universities, libraries, and special training schools. 

E. The school milk program involving the distribution of reconstituted milk 
powder on a daily basis to approximately 160,000 elementary schoolchildren. 
The initial stage of this program for the period December 1956 through May 1957, 
utilized approximately 410 tons of United States surplus milk powder. It is 
hoped to continue the program for the balance of 1957, using approximately the 
same additional amount. 

F. The distribution of 150,000 units of United States surplus agricultural prod- 
ucts to needy families, including both the Jewish population and the minorities 
and to government institutions where care is given free. Each unit contains 
about 20 pounds of food and the distribution involves milk powder, cheese, rice, 
cornmeal, and flour to a total of 3 million pounds. The commodities are distrib- 
uted as supplemental rations to social cases on the lists of the Ministry of Social 
Welfare, under the supervision of CARE staff in Israel. CARE’s own operating 
costs and overhead are financed by the $1 contribution received under the CARE 
food crusade and each beneficiary receives a notification printed in Hebrew 
that the food is the gift of the people of the United States and carrying the name 
and address of the United States donor who made the gift possible. A sample 
of this gift slip is attached. It is anticipated that approximately 250,000 individ- 
uals will benefit by this program. 

GAZA 


CARE’s Egyptian mission completed its initial operation in Egypt, including 
Gaza, last October when the first program was finished. When the Israel Army 
occupied Gaza, the Israel Government requested the writer to immediately ini- 
tiate a new program for the 70,000 needy residents of that area, not cared for by 
UNRWA and volunteered to divert certain supplies then allocated and en route 
to Israel on a temporary basis so that the Gaza program could be initiated at the 
earliest possible date. This program consisted of two parts: 

A. A daily ration of liquid milk, reconstituted from United States surplus 
milk powder, distributed to approximately 25,000 children of the resident popu- 
lation. 

B. A monthly ration of cheese and rice distributed as supplemental feeding 
to approximately 70,000 residents. In addition, the Israel Government from 
its own resources distributed 7 kilograms of flour per month as basic ration to 
each of the needy residents. 

The distribution of the milk started in December 1956 and the other com- 
modities in January 1957, which was the earliest date that the commodities could 
be made available and continued until the withdrawal of Israel from the Gaza 
area, Arrangements are now being made to transship additional commodities 
which have arrived in Israel under the Gaza program to Port Said and distribu- 
tion will be supervised by Mr. Devine, our mission chief in Egypt. Approximately 
306,000 pounds of milk powder, cheese, and rice were distributed during the 
brief period that Israel occupied Gaza and it is hoped that the commodities 
now being transshipped will enable the program to continue until additional 
supplies are received in Egypt directly from the United States. 

CARE’s costs in the Gaza operation were also financed under the $1 food 
crusade plan and again each beneficiary received a gift slip, printed in Arabic, 
carrying the name and address of the donor and bearing the message that the 
commodities were the gift of the people in the United States. A sample of this 
gift slip is also enclosed. The writer received many expressions of thanks from 
the local authorities, appointed by the Israel military government, on the 
promptness with which CARE was able to resume operations and assist the 
needy population there who incidentally are in a rather worse condition eco- 
nomically than the refugees whose basic material needs are entirely cared for 
by UNRWA. 

I am also transmitting herewith some photographs taken of the Gaza distri- 
bution, which I think you will find interesting. 

May I again express my personal appreciation of your encouragement and 
support of CARE’s activities in this field and my best personal wishes. 

Sincerely yours, 
FRANK H, THOMAs, 
Chief of Mission, CARE in Israel. 
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Miss Egan. May we hear from Mrs, Matson next. 

I do hope we will have a chance to hear briefly everyone who has 
come down to testify, because you have a cross section, Mr. Chairman, 
of all the agencies in the American council. Mrs. Matson is with the 
International Rescue Committee. And then Mrs. Buchman, who will 
be the next witness, is with the American Jewish Joint Distribution 
Committee. 

Senator Humrnrery. May I just say to our secretary here that all 
the statements will be printed in full in the record. 


STATEMENT OF MRS. ANNA MATSON, INTERNATIONAL RESCUE 
COMMITTEE, INC., NEW YORK, N. Y. 


Mrs. Matson. My name is Anna Matson. I am now the executive 
assistant to the president of the International Rescue Committee but 
I was for a number of years director of the IRC program in Germany. 
And I wish I could bring to you some of my own personal experiences 
and carry to you my conviction of the immense importance of the 
Government surplus program for all of our operations. 

I think that we recognize that only the Government has the resources 
to meet the major relief problems of today. But the important thing 
is that the Government program is most effective when it is channeled 
through a voluntary agency, such as the agencies that are with you 
here today. I don’t think that I need go into that, because I think 
the point may be clearly made. 

I would like to say that at a time of tension in Berlin in 1953, I 
saw for myself what a distribution program could do. The late Mayor 
Reuter had asked us to help with the distribution of butter just a 
few days before his death. As you probably remember, his death was 
a great blow to the city of Berlin. And with the help of the Gov- 
ernment, we decided to go ahead with the butter distribution. We 
distributed a million pounds of butter. Each half-pound was labeled 
in Germany, labeled “especially prepared for the people of Berlin 
by the farmers of America.” It was a gift of the American people to 
the people of Berlin. 

I would like to interpose here by saying that it might not have been 
necessary to so label the butter, because butter, like flour and sugar, 
is recognized as an American product. You could take that wrapping 
off and put any other kind of wrapping on, and the recipient would 
nevertheless know that it was an American butter, that it was salted, 
They also know that American flour is more finely ground, that Amer- 
ican sugar is more finely ground. So there isn’t any problem at all 
on the identification, “This is an American product.” 

I don’t need to go into this any further, because time is short. But 
I would like to quote from the speech of the President of Free Viet- 
nam, President Diem. In aspeech that he made in New York City on 
May 13 he said this, and I would like to read this as an addition to the 
statement that Miss Egan made earlier today. 

President Diem said: 


How sincerely Americans were interested in our welfare is, perhaps, best il- 
lustrated by the splendid work of your internationally famous relief organi- 
zations, such as the Catholic Relief Service of the National Catholic Welfare 
Conference, the International Rescue Committee, CARB, and several Protestant 
relief workers * * * the amount of help we received from you and the spirit 
in which it was given will never be forgotten in Vietnam. 
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I think that perhaps concludes anything that I can add, except that 
of course we do hope that the surplus commodities program will con- 
tinue, and that we will be able to help the people less fortunate than 


us with these products until such time as they can get on their own 
feet. 


Senator Humpurey. Thank you very much. 

I think I will never forget what the Deputy Foreign Minister in 
Italy told me about a month and a half ago. fe said that American 
relief food supplies had done more to combat communism than all the 
other American programs put together in his country. That is the 
actual statement he made to our Ambassador and to a group of us that 
were there. 

Any questions ? 

(No response. ) 

(‘The prepared statement of Mrs. Matson is as follows :) 


My name is Anna Matson, of New York City. 

I represent the International Rescue Committee on the panel invited to testify 
today. The IRC is a member agency of the American Council of Voluntary 
Agencies for Foreign Service, and is represented on the surplus commodities 
policy committee of that council. 

The International Rescue Committee was founded 24 years ago as a non- 
sectarian organization. Its only criteria in giving assistance are the need of 
the individual, the fact of his escape from oppression, and his dedication to 
human liberty. Since 1945, the IRC has given direct aid to over 1 million Iron 
Curtain refugees, and has resettled more than 18,000 in the Western Hemisphere. 

Only government has the resources to meet the major relief problems of today. 
Though government should no’ be the sole source of assistance, it is our experi- 
ence that government aid is at its most effective when it is channeled through 
private voluntary organizations which stress concern for the individual, for his 
dignity, as well as for his needs. 

Since the passage of the Agricultural Act of 1949, the IRC has participated 
in the distribution of surplus American agricultural products through our field 
offices in Europe and in South Vietnam. In distributing these commodities, the 
American voluntary agencies bring to the victims of social catastrophe a con- 
vincing demonstration of the concern of the American people for him as an indi- 
vidual. It visibly expresses what is uniquely American—aid for an oppressed 
human being—not because of who or what or where he is, but only because he 
has been oppressed and is in need. 

Our program has fluctuated in size from year to year, but we have had occa- 
sion to engage in significant distribution of surplus commodities at various times. 

For example, the International Rescue Committee distributed 1 million pounds 
of surplus butter in Berlin in 1953. The Eisenhower food package as a govern- 
ment-to-government gift had been distributed with great success. The need 
continued, and, as a people-to-people project the late mayor of Berlin, Ernst 
Reuter, had requested additional assistance a few days before his death. Each 
package indicated that the butter had been prepared by individual American 
farmers for the people of Berlin. The gift was from the American people. 
From both East and West Berlin, the unemployed, the aged, the crippled, the 
sick. came to receive their share. 

Carrying out the mayor’s request showed the continuing sympathy and con- 
cern of the American people for the welfare of the people of Berlin at a time 
when they were in the greatest need of moral support. 

To cite another area where we have worked, we feel that developments in 
Vietnam provide a particularly impressive example of the partnership between 
government and voluntary agencies. 

In 1955, almost a million Vietnamese had crossed the 17th parallel, fleeing 
communism and seeking a new, decent, and free life. They found in free Viet- 
nam a country divided and weak after 8 years of civil war, torn with political 
strife and completely disorganized. To this they came—S800,000 refugees added 
to a population of 12 million. The voluntary agencies with their flexible or- 
ganization designed to meet emergencies of this nature, moved in at once to 
help feed and resettle a people who were faced with a dire need. NCWCO and 
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CARE, as well as other agencies had vast relief programs. The IRC concerns 
itself primarily with students and intellectual refugees. In Vietnam, our sur- 
plus distribution program was small, and we concentrated on technical and 
educational assistance. 

Our projects included : 

(a) Financial and technical aid to Vietnamese adult education movements. 

(b) Financial and technical aid to Vietnamese literacy movements. 

(ce) A nurses’ aid training school. 

(d) Financial and technical assistance to Vietnamese libraries and cultural 
centers. 

(e) Leadership-training programs for college and high-school students. 

How our aid was received is best illustrated by the words of Free Vietnam’s 
President Ngo Dinh Diem. Speaking in New York City on May 13, he said: 

“How sincerely Americans were interested in our welfare is, perhaps, best 
illustrated by the splendid work of your internationally famous relief organiza- 
tions, such as the Catholic Relief Services of the National Catholic Welfare 
Conference, the International Rescue Committee, CARE, and several Protestant 
relief workers * * *. The amount of help we received from you and the spirit 
in which it was given will never be forgotten in Vietnam.” 

There is no question that the help of voluntary agencies, which was supple- 
mentary to large United States Government projects, was instrumental in assist- 
ing the Vietnamese in stabilizing their economy. South Vietnam is well on the 
road to a constitutional form of government. 

The IRC firmly believes that programs of self-help are vitally needed in many 
areas of the world today; and that private American agencies are particularly 
well suited to work with private foreign agencies, thus encouraging private 
enterprise. 

In conclusion, it is our opinion that the availability of surplus commodities to 
the voluntary agencies for distribution to the destitute and hungry in foreign 
lands is a recognition by the American people of their concern for their fellow 
man. It is a sign that Americans have learned to live with abundance. It is our 
hope that a continuation of the surplus agricultural products program will help 
to meet the needs of the less fortunate until, having achieved the necessary po- 
litical and economic stability, they can stand completely on their own feet. 


STATEMENT OF HENRIETTA K. BUCHMAN, AMERICAN JEWISH 
JOINT DISTRIBUTION COMMITTEE, INC., NEW YORK, N. Y. 


Miss Bucuman. My name is Henrietta A. Buchman. I represent 
the American Jewish Joint Distribution Committee. 

I want to say that we have been in existence since 1914, carrying on 
programs in overseas countries practically throughout the world since 
that time. We have operated in some 60 countries, and we are cur- 
rently operating in 23 countries in Europe, north Africa, and the Mid- 
dle East. 

Unless the impression be created that the voluntary agencies lean 
entirely on government through the surplus commodity contribu- 
tions, I do want to say that the major effort and expenditure is of course 
supported by public contributions which all of us receive. The sur- 
plus commodities are an extremely important supplement to our pro- 
grams. They are important both in terms of life giving, health giving, 
and also in combatting communism, because if you feed people, if you 
remove hunger, you are removing one of the major incentives to unrest. 

I do not want to repeat the points that have been made by my 
colleagues here. I think I should state that the joint distr ibution com- 
mittee is entirely in accord with the recommendations embodied in 
Miss Egan’s statement for the American Council. And our major 
emphasis would be on something being done to help us be more flexible 
as between the title 2 and title 3 commodities, so that we are not stopped 
by shortages under title 3 when there are some in title 2 that meet the 
situation. 








POLICIES AND OPERATIONS 263 


And by the use of funds from title I sales for constructive effort or 
rehabilitation, which has been one of the major points of emphasis, I 
think, in the program of my organization since its very inception, we 
believe that in making people self-supporting as quickly as possible— 
feed them, strengthen them, teach them a vocation, teach them how to 
take care of themselves on a hygenic and sanitary basis—all that re- 
quires funds, we are doing the utmost that we can with the funds which 
we derive, incidentally, from the United States Jewish appeal in this 
country and from certain other sources, which we earmark for victims 
of Naziism. 

We spend in the vicinity of $30 million a year out of our own funds. 
But that is, as 1 say, almost a drop in the bucket as compared with the 
total need. And if some further help would be forthcoming from 
Government in terms of the money that could be made available for 
constructive efforts for vocational training, for se hools, for training 
practical nurses, as we have set up schools for that in some foreign 
countries, for setting up kindergartens, and a myriad of other activi- 
ties, it would be a tremendous help. 

Senator Humpnurey. I want to thank you very much for that state- 
ment. And I noticed you underscored these recommendations that 
have been made about the transfer of title II and title III (transfer- 
ability) , and also on the financing of the self-help institutions or self- 
help projects. You suggest that the Public Law 480 be amended for 
those purposes. And I think that might be desirable. But I do hope 
that some of you may continue to press for an administrative interpre- 
tation of this express desire of yours, because we did have Mr. Hollis- 
ter of ICA with us on another occasion. As I recall—now, I will want 
to reserve the right to correct this record on that—but as I recall, the 
Director of ICA thought that there was authority within the law to do 
this. 

It isn’t specific, but I believe it is there by inference and by the broad 
language of the law. I would appreciate it very much if some of you 
might want to follow through on this with some further conferences 
at the administrative or executive level and then let us know. 

Senator ArkeNn. There is no doubt there is authority for Govern- 
ment use of funds for this purpose. The question is whether the Gov- 
ernment could contract with one of these voluntary agencies to do the 
work for Government. If not, I think the job probably will have to 
be done by Government rather than turned over to a voluntary agency. 
But on the other hand, where the Government has the power to contract 
for it it is best then to have the voluntary agencies do it. I think that 
the first food we sent to Yugoslavia was distributed under a contract 
that was made with CARE. They did excellent work; at least the 
Yugoslavs said they did a good job, and that every ‘body who got any 
of that corn knew where it came from when they got it. 

Senator Humpurey. I would suggest that you appoint a committee 
to meet with the officials on this one point. We would be glad to assign 
a staff member to meet with you, and to set up whatever discussions 
might be necessary so that we can clarify this, and then we will know 
what to put in this record as a definite proposal. 

Senator Arken. I don’t think the local currency could be turned 
over to a voluntary agency to use in a program unless there was a defi- 
nite contract between the agency and the Government. 

(The prepared statement of Miss Buchman is as follows:) 
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My name is Henrietta K. Buchman, of New York City. 

I am appearing here on behalf of the American Jewish Joint Distribution Com- 
mittee, which was organized in 1914. We are a member of the American Council 
of Voluntary Agencies for Foreign Service. The JDC, as we are commonly 
known, was created at the time of World War I to help distressed and displaced 
Jewish populations, first on a relief basis and, as soon as conditions permitted, 
on a rehabilitative and reconstructive level. We are incorporated under the 
membership corporation laws of the State of New York. 

The Joint Distribution Committee receives the major part of its funds from 
contributions to the United Jewish Appeal in this country. In addition, certain 
other sources allocate funds to the JDC to be used specifically for relief and 
rehabilitation of Jewish victims of nazism. There are aiso a number of commu- 
nities outside the United States, such as Canada and some of the Latin American 
countries, which provides financial assistance for JDC programs. 

Today, the JDC conducts programs of relief and rehabilitation in Algeria, Aus- 
tria, Belgium, Brazil, Dominican Republic, France, Germany, Greece, Iran, Israel, 
Italy, Morocco, Norway, Philippines, Portugal, Spain, Sweden, Switzerland, 
Tangier, Tunisia, Uruguay, Yugoslavia. In the more than 42 years of its opera- 
tion, we have carried on programs of relief and rehabilitation in some 60 coun- 
tries. We have shipped food, clothing, medical suppiles and amenities for our 
ongoing programs in the various countries, for which we have expended as of 
1956, in excess of $588 million. 

The JDC world headquarters, which is responsible for the overall operation of 
this organization, isin New York. The overseas operations are conducted through 
central headquarters in Paris, which supervises the work in the various coun- 
tries. We have a departmental setup, including among others, a supply depart- 
ment, which handles matters pertaining to United States Department of Agri- 
culture commodities. In every country to which we ship surplus commodities, 
the JDC has an American country director or representative. 

Our programs of aid are usually administered through local Jewish welfare 
organizations, and it is our aim, while bringing help to needy Jews in these 
countries, at the same time to assist the local Jewish communities to build up 
understanding and strength to meet situations that arise. With the assistance, 
and wherever possible, the participation of the Jewish communities in these 
overseas countries, we have been instrumental in setting up projects such as 
schools, kindergartens, hospitals, classes for training nurses, well-baby clinics, 
oid-age homes, sheltered workshops for handicapped and chronically ill persons 
who are able to do some work, feeding programs, revolving funds which extend 
rehabilitation loans, and so forth. 

Since the enactment of Public Law 480, the JDC has distributed 21,500,000 
pounds of surplus commodities in 11 countries, contributed by the United States 
Department of Agriculture. Every effort is made to assure that the American 
origin of supplies is known to the recipient individuals and organizations over- 
seas. The additional aid which USDA supplies have enabled us to make available 
have been of immeasurable help in improving the health and well-being of the 
needy, particularly children and young people of school age. USDA food gifts 
are for supplementary feeding only, and do not diminish the normal food budget. 
In general, most of this food goes to institutions which receive either no govern- 
ment subsidy at all, or completely inadequate allowances. Without this aid, 
these institutions could not even begin to meet any adequate nutritional stand- 
ard. The same is true for those families receiving this type of aid. 

In 1953, the JDC equipped the most modern milk bottling plant in Morocco 
to provide milk for poverty-stricken infants and children. The basic in- 
gredient is USDA dry milk. The dry milk and purified water, with the addition 
of some fat content, are put into the tanks and 46 minutes later, emerge as 
whole milk, sterilized, homogenized, bottled, and capped. The milk is sterilized 
rather than pasteurized to avoid the necessity for refrigeration, which is non- 
existent in the poverty of Morocean ghettos or mellahs as they are called. 
Mothers are required to return their used bottles before receiving fresh supplies 
of the sterilized milk. In 1956, close to 88,000 bottles of baby milk were made 
available monthly for infants in Morocco, somewhat less than 3 bottles a day 
per baby. 

The leadership of our Government, recognizing that surplus supplies represent 
the wealth and productive capacity of the people of the United States, has shown 
its interest in preserving the people-to-people aspect of American gifts. The 
American voluntary agencies now working abroad, are the best existing channels 
for carrying out this program in the spirit of the American tradition of sharing. 
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The letters of thanks from private agencies and individuals to American volun- 
tary agencies attest to the effectiveness of voluntary aid programs, and to the im- 
portance of surplus commodities, not only in saving lives, but in giving renew ed 
hope to the dispossessed and the uprooted. The allocation of these supplies by our 
Government has created friendship and good will toward this country and toward 
the democratic way of life, far beyond their monetary value. Bate: 

It is regrettable that some foods are frequently suspended from availability 
lists. We feel it would be most helpful if assurance could be had of continuous 
availability of surplus commodities for at least a year in advance. Such provi- 
sion by the USDA would enable the voluntary agencies to organize their feeding 
programs on a better planned basis. It is our understanding that under Publie 
Law 480 and its amendments, it is permissible to process commodities so as to 
make available foods needed for a better balanced diet. We have in mind 
processing of corn into corn oil and sirup, both essential components of diet. 
Another recommendation we would respectfully submit is that consideration be 
given to the question of transferring commodities from title II to title itl 
as needed, making for greater flexibility and more orderly planning in the dis- 
tribution of these supplies. 

Our organization has long sought, through the initiation and development of 
rehabilitation and self-help projects, to assist indigent peoples to become more 
self-sufficient. Examples of our efforts along these lines include constructive 
loans, vocational training, health and sanitation projects, educational experi- 
ments in better nutrition, as well as trachoma control, development of day- 
care centers for preschool children in Morocco, Tunisia and Iran, through train- 
ing by American specialists of indigenous personnel to carry on these activities. 
We regard these efforts in technical assistance an important corollary to direct 
relief services rendered by our agency, in order to make a more positive con- 
tribution to the self-sufficiency of needy peoples and to strengthen them in their 
daily fight for existence. 

Our agency has been making available the maximum amounts it can out of 
its funds for this type of constructive endeavor. We feel that the time has 
come for at least a moderate stepping up of self-hlp effort, so that if and when 
the surplus programs begin to diminish, there may be a corresponding gradual 
rise in the ability to attain at least a degree of self-sufficiency by the people 
concerned. Such possibilities could be advanced through an amendment in Public 
Law 480, permitting the use of local currency funds derived from the sale of 
American agricultural products under title I for financing reconstruction, re- 
habilitation, self-help and other technical assistance type projects by American 
voluntary nonprofit agencies registered with and recommended by the Advisory 
Committee on Voluntary Foreign Aid. 

The JDC is in full accord with the statement and recommendations submitted 
by the chairman of the surplus commodities policy committee of the American 
Council of Voluntary Agencies for Foreign Service, including the need for a review 
of ocean freight arrangements currently in effect. 

/ In conclusion, I wish to record my agency’s appreciation of the cordial coopera- 
tion we have received from the personnel of the International Cooperation Ad- 


ministration, the Department of Agriculture, and others in Government, in the 
implementation of this program. 


Mrs. Tovurover. Mr. Chairman, I had a bit of experience in that 
respect. I was working on a program of teaching the use of surplus 
foods, and was limited in the number of teachers that I might have 
from the agencies that were using the food by reason of the fact that 
they had to travel quite a distance. We used buses for them. I got 
hold of 1 or 2 jeeps in order to move them around the country. I was 
working in Tel Aviv with the USOM. I tried to get funds for the 
use of purchasing another jeep. Well, I was working for a voluntary 
agency, on a voluntary agency program, not on a Government pro- 
gram, and there were no funds that could be assigned for the purpose 
of that jeep. | 

Now, I must say that I have tried assiduously to get the funds for 
that from title I moneys but they were not available. If, however. 


there were funds available, I could have increased the number of teach- 
95282—57——18 
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ing units many fold, because the time involved in the use of public 
transportation would be necessarily saved. Thus, a simple expendi- 
ture of that sort would enlarge the program of teaching considerably, 
which would be the desideratum in this instance. 


Senator Arken. But the jeep would have to be paid for in dollars, 
probably ? 


_ Mrs. Tourover. The jeep could be paid for in dollars. But that 
is not an impossible thing to overcome, because if you have funds in 
the country, you can always work out a way whereby the funds could 
be in some fashion converted into hard currency for the purpose of a 


jeep; or, a used jeep in the country could be purchased with the funds 
of the country. 


Senator Humpnrey. I want to thank you very much. I am very 
familiar with the work of the American Joint Jewish Committee, Mrs. 
Buchman. In fact, I was just reading a report on some of the work 
vou have doing in north Africa. 

The next witness. 


Miss Ecan. Bernard A. Confer, who is executive secretary of the 
Lutheran World Relief. 
Senator Humrpurey. Mr. Confer. 


STATEMENT OF BERNARD A. CONFER, EXECUTIVE SECRETARY, 
LUTHERAN WORLD RELIEF, NEW YORK, N. Y. 


Mr. Conrer. Iam Bernard A. Confer, executive secretary of Luther- 
an World Relief. The president of Lutheran World Relief, Dr. 
Franklin Clark Fry, joins me in presenting the prepared statement 
which we have filed. 

(The statement referred to is as follows :) 


Lutheran World Relief serves as a channel for help from the Lutherans of 
America to people in need overseas. It receives, processes, and administers gifts 
of food, clothing, medical supplies, and other commodities for overseas relief; 
rehabilitation and self-help programs. It meets needs of refugees and others 
distressed by war, oppression, or other disasters. 

Since February of 1946, Lutheran World Relief has sent 276,365,166 pounds 
of supplies to the needy in 30 countries. The supplies were valued at $70,454,803. 
United States Government donated surplus commodities sent by Lutheran World 
Relief have been a very substantial and important element in our program. 
They have accounted for 46 percent ($32,399,385) of the total value of supplies 
sent by LWR. 

At the present time, we are sending Government-donated surplus commodities 
to Korea, Taiwan, Hong Kong, India, Jordan, Yugoslavia, Austria and Germany. 
Other supplies, chiefly clothing and medicines and including foods contributed 
by the Lutherans of America, are currently being sent to Korea, Taiwan, Hong 
Kong, Indonesia, India, Jordan, Syria, Egypt, Yugoslavia, Austria, and Ger- 
many. 

Lutheran World Relief is spending approximately $1,000 per day of its own 
funds in handling and distributing United States Government donated surplus 
foods. Our operating funds are received from the Lutheran churches of Ameri- 
ca, whose membership is approximately 7 million people, through the National 
Lutheran Council, and the Board of World Relief of the Lutheran Church— 
Missouri Synod. 

In addition, these two church agencies make very substantial cash expendi- 
tures in support of other overseas programs of relief, resettlement, rehabilita- 
tion, reconstruction, and technical assistance. The National Lutheran Council 
alone spent more than a million dollars in these fields last year. 

Lutheran World Relief is committed to a policy of coordinating its work with 
that of other agencies. Here in the United States we work toward this end 
through the American Council of Voluntary Agencies for Foreign Service, and 
through the Advisory Committee on Voluntary Foreign Aid of the United States 
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Government. In countries of distribution our representatives are active in ap- 
propriate councils and coordinating committees. 

We shall enunciate four basic principles and two basic policies of Lutheran 
World Relief. The principles are: 

1. Supplies are to enter the recipient country duty-free. 

2. Distribution is to be made on the basis of need, without discrimination 
as to race, creed, or political affiliation. 

3. The ultimate recipients shall receive the gifts at no cost to them. 

4. No supplies sent by Lutheran World Relief may be bartered or sold. 

The two policies are: 

1. Supplies are to be sent only to areas where need for such provisions 
has been amply demonstrated. 

2. Wherever feasible, help shall be given in such a way that indigenous 
agencies will be strengthened. We want to help such agencies to grow 
strong so that through them neighbor may assist neighbor and the time 
may be hastened when need can be alleviated without assistance from other 
countries. 

Since you have graciously invited suggestions pointed toward more effective 
voluntary ageucy programs, we are pleased to transmit to you the following sug- 
gestions which are made with the approval of the board of directors of Lutheran 
World Relief : 


1. Ocean freight funds 


We are grateful for the funds made available by the United States Govern- 
ment to defray the costs of ocean freight for our programs in a number of 
nations. Appropriation of ample funds is imperative if these extensive pro- 
grams are to continue. 

It would be similarly helpful if Government funds were available for other 
countries, too, where there is equal need. Syria is an example, where Lutheran 
World Relief has carried on a necessarily small program entirely out of its 
own resources, and Jordan, where freight is reimbursable on only certain ship- 
ments for which the Jordan Government is willing to apply a limited appropri- 
ation toward inland freight. 

Two conditions now attach to the availability of ocean-freight funds: duty- 
free entry of shipments, and the carrying of inland freight expense by the 
government of the country of distribution. We concur heartily in requiring free 
entry. We agree, too, that the inland freight rule is a good one; but we would 
hope that some flexibility could be allowed in its observance when the achieve- 
ment of our common objectives calls for it. Complete rigidity, without excep- 
tion, can render impossible the starting or extension of worthwhile programs in 
some areas of tension. 

2. Additional commodities 

At the present time, flour, cornmeal, dried milk, and cheese are available to 
us as surplus commodities. They are very valuable foods. However, our field 
representatives are constantly asking us to send fats so that there may be a 
better balance to the diet of the recipients. There is urgent need for fats and 
improved programs will be possible if this important nutriment can be made 
available. 


3. Additional countries 


Title III of Public Law 480, 83d Congress, has been interpreted as prohibiting 
the distribution of surplus commodity donations in countries dominated by inter- 
national communism. We recommend that this restriction be modified or re- 
moved. The impact of the voluntary agencies is most beneficial when they are 
less hampered by political considerations. 

Lutheran World Relief has a particular interest in the people of East Germany. 
If and when conditions permit, it is desirable that we be given freedom to make 
large-scale shipments. 


4. Continuing authority 


For good planning and programs of maximum effectiveness, the voluntary agen- 
cies need to have advance knowledge of the extent of the resources which will 
be available to them. Title II of Public Law 480 has a cutoff date. It is recom- 
mended that this title be amended to provide authority of a continuing nature. 


5. Self-help projects 


On March 29, 1957, Mr. Russell Stevenson, in behalf of the American Council 
of Voluntary Agencies for Foreign Service, recommended to the House Committee 
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on Agriculture that title I of Public Law 480 be amended so that section 104 
earry this additional provision pertaining to the use of foreign currencies that 
accrue under this title: 

“(i) For the financing of reconstruction, rehabilitation, self-help, and other 
technical-assistance-type projects by American voluntary nonprofit agencies regis- 
tered with and recommended by the Advisory Committee on Voluntary Foreign 
Aid.” 

Luthern World Relief endorses this proposal of the American Council. We see 
opportunities for valuable services in the self-help and rehabilitation field which, 
owing to limited resources, have not been undertaken by the voluntary agencies. 

The surplus-commodity donations of the Government have made possible pro- 
grams which effectively strike at undernourishment and which save lives. The 
work of Lutheran World Relief is prompted by a positive motivation that arises 
out of the Christian gospel. In love of God, our people want to help their fellow 
man. We submit that this people-to-people approach in the long run makes a solid 
contribution to good will among nations and to world peace. 

Mr. Conrer. In view of the remarks which have been made before 
me, I can only speak for two points. One is the recommendation for 
relief which has not come up yet. One is our concern which relates 
to keeping our voluntary status when we accept Government donations 
of surplus commodities. And I am pleased to say that officials of the 
Advisory Committee of ICA, of Agriculture, have worked with us in 
a way that we are able to do this. 

Senator Humpnrey. By the way, I imagine that statement is pretty 
well concurred in, is it not, by all of you here? It seemed to me that 
it is very important that you preserve your voluntary status and in- 
tegrity. This partnership arrangement has been explained, but I do 
think if this program is to be effective in some areas of the world, 
where, I regret to say, we are not as popular as we might like to be, 
it is important that the voluntary status be crystal clear. And I am 
glad that you underscored that. ' 

Mr. Conrer. Well, title III of Public Law 480 has been interpreted 
as prohibiting the distribution of surplus commodity donations in 
countries dominated by international communism. We would recom- 
mend that this restriction be modified or removed. We know full well 
that our projects have political implications, but we do not have politi- 
cal objectives. The impact of the voluntary agencies is most beneficial 
when they are less hampered by political considerations. For exam- 
ple, Luthern World Relief has a particular interest in the people of 
East Germany, if and when conditions permit it is desirable that we be 
given facilities to make large-scale shipments into that country. 

The second point to which I would like to address myself 1s the 
point brought up by the chairman, and that is, to what extent are we 
reaching American people with the story of Government donations 
of surplus commodities? In the first place, people in charge of our 
world service appeal have offered every congregation brochures specifi- 
cally directed to this point, attractive pictorial brochures, and a large 
number are being distributed. 

In the second place, when the average American makes his appeal 
for world service funds he lists surplus commodities as one of the items 
which is moved by the help of these donations. 

Thank you very much. 

Senator Humenrey. I want to thank you for these reassuring words. 

Now, as to the amendment that we adopted to Public Law 480 here 
in the Senate, Senator Young was calling my attention to the fact 
that we did repeal in the Senate section 304 of the act. That would 
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permit us to send our agricultural surpluses to Eastern Europe peoples 
in the satellites in exchange for strategic or other materials. 

Was there anything ates that we did about this that would be 
helpful ? 

Senator Younc. I don’t believe there is anything in the law now 
that prohibits giving food away. 

Senator Humpurey. We repealed section 304, which requires the 
President— 
to exercise authority under the Act so as to assist friendly nations to be in- 


dependent of trade with Iron Curtain countries and so as not to increase the 
availability of commodities to unfriendly nations. 


So we apparently repealed the whole section. So that gives a great 
deal of discretion to the Government. 

Is that your understanding of the Senate action ? 

Mr. Conrer. That is very helpful. I wasn’t aware 

Senator Humpurey. It happened in the Senate, but did not pass 
the House. That section of the law has been a problem over there. 
And as you know, it complicated the negotiations with Poland con- 
siderably, much to the embarrassment of the Government, particu- 
larly after an agreement had been reached. 

I'am told the bill is being debated today. And so you might want 
to leave here and go over there and see what you can do. 

Thank you very much. 

Do you know a James Claypool in Korea ? 

Mr. Conrer. Yes, indeed. He is doing a fine job. 

Senator Humpnrey. He is a good friend of mine. He is pastor of 
one of our Lutheran churches out in south Minnesota. And he and his 
wife, Bertha, are good friends of the Humphreys. I hear from him 
now and then. 

Mr. Conrer. He is representing Church Service and Lutheran 
World Relief, and he is doing a fine job. 

Senator Humpnrry. I want to say this, that if all the voluntary 
agencies are privileged to have men and women of this quality, they 
are indeed a most fortunate group of agencies. Mr. Claypool is 
really a dedicated man. 

Next. 

Miss Eean. Mrs. Denise Tourover, who will speak for Hadassah. 

Mrs. Tourover. My name is Denise Tourover. I serve as a volun- 
teer as Washington representative of the national board of Hadassah; 
I am speaking in connection with its work with Government agencies. 

T have been in Israel 4 or 5 times in connection with the initia- 
tion and development of surplus food programs for which Hadassah 
is acting as the coordinating agency for all of the groups there, serving 
150 institutions of all denominations, and without any diserimina- 
tion. 

We reach about a quarter of a million people through this program. 

The basis of our work has been teaching and the development of 
patterns for adjustment to life in Israel, and raising the standard of 
living. 

Our program is one concerned with health services; the surplus 
food program is just one facet; we have found that it has materially 
helped, and been of material good to all of the people who are affected 
by it. 
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We have carried on these programs now pretty consistently for the 
last 4 or 5 years. I have here some documentation showing the use of 
surpluses dating back as far as 1950 which really has been ‘of material 
help to the country 

I should like to emphasize the teaching phase of the use of surplus 
foods, and try to develop the idea that what we are doing, in addition 
to helping people to help themselves, is a very substantial job for the 
enlargement of American good will, and the position of the American 
economic system. I have found that when you teach people how to 
use a product, and they learn what that product is, they then want to 
use it. 

Let me give you an example of what I mean. 

Last summer I was in the Negev area, which is the hottest area of 
Israel, distributing butter and cheese. Butter could not be kept be- 
cause there was no refrigeration. We had to teach people how to melt 
butter, put it in jars and then drop it in a hole of cold water. That 
was taught to the children in the village school. I followed the 
children into the homes where they went after they left school. They 
taught their parents how to do it. And a couple of days later, when 
I went back, I found the mother carrying out exactly the procedure 
that the child had taught her. However, we then showed the child 
how an ice box was used and how ice had to be put into the ice box and 
ultimately, taught her the use of an electric refrigerator, of which 
there are some in Israel. Well, I am convinced that the parents who 
saw this kind of thing are not going to be satisfied with continuing to 
put butter in a hole with cold water around it; they want an ice box ‘and 
they ultimately want an electric refrigerator. And since the people of 
Israel work always toward the idea of self-sufficiency, I am convinced 
that the use of the simple mechanism of teaching kids how to put 
butter on bread, and how to preserve the butter will ultimately be 
to the good of the American industrial system; and we will be sending 
refrigerator parts to a country which will use them for the assembly 
of refrigerators. 

Now, I don’t minimize at all the humanitarian aspects of the sur- 
plus food distribution. I think they are tremendously important. 
But I don’t think we should consider them as a giveaway program, 
and I don’t think that we should consider at all that we are not 
getting something of material value out of them. I don’t mean only 
gratitude, because gratitude comes when you do a good deed. People 
who understand that people care for them—and the people who re- 
ceive the surplus food understand that Americans care for them— 
don’t accept the philosophy of other governments and other agencies 
that are being foisted upon them by Communist groups. 

For that reason, it seems to me that a surplus food program must 
be looked upon in a very much larger sense than the feeding of the 
hungry or the clothing of the naked. I am, myself, conv inced after 
some experience with immigrant people who have been underprivi- 
leged for a long period of time, that when you feed, clothe, and house 
people and give them hope to believe that the day ‘after tomorrow is 
going to be “better than today, you have taught them a way of life 
which they accept as valid, and they then refuse to ac cept any sub- 
stitute. 

I believe very firmly that the surplus food program must be put on 
an assured basis. I don’t think that we can have this on an ad hoc 
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basis. I adhere to the proposition that we must look to the day 
when there might not be a surplus and what would be the result of the 
nondistribution of surplus. 

I believe, further, regarding the funds which come under title I, 
that those funds should be opened up in some fashion, so that the 
teaching programs can be enlarged, the facilities for the distribution 
increased, and the conversion of the products made possible. It is 
ridiculous in my mind to keep billions of dollars or even hundreds of 
millions of dollars lying fallow when people can be taught and clothed 
and housed, and when you could provide more hospital services and 
more treatments for those people who would be the beneficiaries. I 
emphasize again, Mr. Chairman, that in so doing we are not giving 
something away—we are giving it in terms of funds, true enough, 
but we are getting much more than we are giving, and that is not 
only satisfaction and gratitude, for in the long view whatever we 
put out now is going to come back to us in increased prestige, in- 
creased good will, and increased understanding. 

One further point, and itis this. I want to emphasize the role of the 
American voluntary agencies in this work. When you consider that 
we are spread, as in the case of Hadassah, over the entire United 
States, that we reach close to a half-million homes, both through our 
newsletter—this issue has an article on foreign aid—and our annual 
report which has pictures of the surplus food program—and that in 
addition there is something like $8 million a year given through 
voluntary funds—then, we have done a substantial job on the Ameri- 
can scene, as well as on the foreign scene where we operate. 

This, I think, must be true of all of the voluntary agencies; and 
there is yet another item which we cannot overlook. These agencies 
are established in the foreign countries; they are respected. Their 
workings are known to the people there. When they come in and 
distribute food and do a job, they are known as Americans; indeed, 
the products that we have distributed are known as American prod- 
ucts. The butter, for instance, all over Israel, is known as American 
butter. Certainly, I associate myself with what has been said by Mrs. 
Matson. When we have done this, we have given to the voluntary 
agencies, a status which accrues to this Government. I should strongly 
urge that the programs which are to be carried out draw in the volun- 
tary agencies much more than they have before, not necessarily on the 
basis of a Government agency, but truly as volunteers for purposes of 
enlargement of the programs. 

Senator Humenurey. Thank you very much. 

I respectfully suggest that some of you keep in mind that the House 
Foreign Affairs Committee is holding hearings on the Mutual Security 
Act. It is there that you might very well want to bring some of your 
recommendations in reference to the use of funds by the voluntary 
agencies. It will give you an immediate forum. : 

Senator Youne. This is one of the most encouraging meetings I have 
attended for a long while. So many people contend there is no way of 
getting rid of farm surpluses and it has been demonstrated today that 
we can do it, and in a way not only very helpful to the people but to 
the prestige of the United States. 

There is one bad aspect to it, though. All of you read recent stories 
that about half of the farmers’ income now comes from the Govern- 
ment subsidies. Secretary Benson testified that about $1.2 billion of 
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the Public Law 480 funds really in one form or another have taken the 
place of foreign assistance in a very good program. We appropriated 
about $250 million for school lunches and many programs such as this, 
very good ones, but they are all charged as subsidies to agriculture. 
And I think if you keep going on that way, finally resentment will 
build up to the extent that ‘it will be hard to get programs of this type, 
particularly when they are charged to agriculture. The budget is get- 
ting very big now and this is a part of it. It is charged in most publi- 
cations as a subsidy to agriculture and really it isn’t; it is a help to 
agriculture, too, but really not a subsidy to agriculture, not completely. 

Senator Humpnrey. You don’t charge up the tanks that we buy 
from one of the large tank production companies as a subsidy to in- 
dustry, or you don’t char ge them up as a subsidy to the Department 
of Defense. You just charge it up to national security. That is what 
I was getting at ear lier—our public relations problem. Senator Young 
is one of the most able and dedicated members of the Committee on 
Agriculture to the cause of a sound agriculture in this country. Yet 
I think he would agree with me in that we smart here under a con- 
stant whiplash of public criticism about agricultural policies. Now 
that isn’t to say that they are perfect, and it doesn’t mean that these 
policies can’t be improved. 

But what we are concerned about is the lack of public understand- 
ing. As you have explained so beautifully this morning, the work of 
your agencies is good, but what happens ? The public roars back, 
“You are pouring billions of dollars into agriculture,” when in fact 
what you are doing is using money for national security purposes, 
social welfare purposes, for the fulfillment of the American foreign 
policy objectives, for your leadership role. 

(The prepared statement of Mrs. Tourover is as follows :) 


Representing Hadassah, the Women’s Zionist Organization of America, I am 
glad to present an outline of its coordinated program of distribution of surplus 
American agricultural products in Israel. My name is Denise Tourover; I serve 
as a volunteer Washington representative of the national board of Hadassah 
under whose authority this program was initiated and implemented. On its 
instruction, I visited Israel in 1955 and again in 1956, in connection with this 
program. 

This coordinated program of surplus food distribution is a natural outgrowth 
of the health, social welfare, and educational programs of Hadassah, registered 
with the Advisory Committee on Voluntary Foreign Aid, International Coopera- 
tion Administration. These programs have been maintained since the organiza- 
tion of Hadassah in 1912, by funds secured through the Hadassah membership 
(300,000 American Jewish women), extending throughout the United States, 
Puerto Rico ,and Alaska, organized in over 1,200 chapters and groups. These 
programs include preventative and curative medical services, maintenance of 7 
hospitals, 2 vocational schools, a rural vocational center for agricultural train- 
ing, an undergraduate and graduate medical school in conjunction with the 
Hebrew University, and a wide complex of services related to all of these projects. 
The new $10 million medical center which is being built to concentrate all 
medical services for the Jerusalem area will also act as a pattern and standard 
for the entire country. 

Apart from necessary clerical and professional staff, all work is done by 
volunteers The staff in Israel is of the highest professional standing; many 
have been trained in America and Europe. 

The basis for Hadassah’s work is teaching, developing of patterns for adjust- 
ment to life in Israel and raising the standard of living, especially for the thou- 
sands of pauperized and oppressed persons from various civilizations and unde- 
veloped areas who have come as immigrants to the country. This has been 
carried out successfully in many fields, among the notable of which has been the 
surplus food program. Through it, in the Hadassah fiscal year which ended 
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September 30, 1956, $1,028,823 worth of commodities were distributed, giving 
supplementary food rations to approximately 229,000 persons. The distribution 
was made under a program approved by the United States operations mission 
and the Israel Government through approximately 150 institutions and social 
service agencies, serving the entire population—all denominations, creeds and 
nationalities, without discrimination. The surplus products distributed included 
butter oil, butter, cheese, rice—and in these last months, beans and dried milk. 

We have found that as a result of the educational program carried out through 
our various projects in Israel, personnel is available for teaching how to use 
the foodstuffs provided under the surplus distribution plan. Mrs. Harry Viteles, 
the American citizen in charge of the program in Israel and I have visited a 
number of institutions where teachers trained by Hadassah were using commo- 
dities distributed under the 416 program. Children who had never used butter 
on bread were learning how to spread it; later when we visited the home of some 
of these children in the Lachish area of the Southern Negev, we found the mother 
learning from the child how to use butter and how to preserve it by keeping it 
in cool water—the child having been taught this in the village school. 

The same applies to cheese, which was used in various forms—melted, cooked 
and baked into bread—procedures unknown to the immigrant until taught by 
someone who had in turn been taught by Hadassah. Obviously, if there were 
ever a people-to-people project, this was it. Indeed, the butter came to be 
known as American butter, for in each instance the recipient of the food was 
aware of the origin of the gift. We saw the handling of the commodities begin- 
ning with their receipt at the port of Haifa, their storage, packaging for distri- 
bution, distribution through institutions, and the use by individuals to whom 
they were given. Their use in school lunches, hospitals, and institutions for 
the aged and infirm was impressive. It was very clear that those who received 
these commodities were considerably benefited and that, in turn, we in America 
who had made the gift possible, were benefited too, and not only in the way of 
thanks and gratitude—for that would be natural. The fact that these goods 
were known as American commodities by everybody and were clearly identified 
as such in the packaging, added to the ties between the people in Israel who 
received them and the American people, for there was wide recognition of the 
concern which we in America had for those who were in need in Israel. Further, 
it became evident that the people who received these commodities not only 
needed them, but wanted them too; hence, when they will themselves become 
able to purchase similar commodities (and the people of Israel work toward 
the day when they will be economically sufficient), there will be new markets 
for American goods, both commodities themselves, and the equipment necessary 
for their proper handling—such as packaging equipment, refrigerators, trucks 
for distribution, ete. 

The Hadassah program of surplus food distribution has been recognized as a 
major contribution to the welfare of the people it serves in Israel, by the medical 
profession, as well as by the American Government authorities there and by the 
representatives of the Israel Government. Obviously, it has been of material 
benefit in creating new food patterns and in providing additional protective 
foodstuffs for children and needy persons. We urge its continuance and would 
make the following recommendations: 

1. The program should have assured planning. 

2. Provision should be continued for the payment of ocean freight by the ap- 
propriate American agency charged with surplus food distribution to needy 
persons. 

3. A plan for the use of foreign currency funds which accrue to the United 
States Government in foreign countries and which cannot be converted into 
dollars, should be worked out whereby the agencies distributing surplus com- 
modities may receive financial assistance for processing certain of the commodi- 
ties (i. e., wheat into flour), for educational training, rehabilitation and other 
programs which would promote goodwill for and understanding of America. 
The American voluntary agency is uniquely equipped to do this, being estab- 
lished in the country, recognized and respected by the population, and having 
a working organization equipped to extend its service and to expand American 
influence. 

On behalf of Hadassah—the large group which I represent, we record our 
gratitude to the American Government and its various agencies whose personnel 
have assisted and cooperated in the promotion of the surplus food distribution 
program. We respectfully urge that recognition be given to the program such 
as here described and the heroic role which they have played in furthering 


POLICIES AND OPERATIONS 


American interests in foreign countries. When one considers that such programs 
reach into the hearts and minds of countless thousands of Americans—and in- 
deed into their pocketbooks as well (as an example, Hadassah gives through its 
volunteers over $8 million a year to the programs it supports in Israel), it must 
be abundantly clear that the programs serve a useful purpose; their enlarge- 
ment through the distribution of surplus American commodities is another way 
of bringing the American people closer to people receiving American assistance, 
building new ties of cooperation, and establishing friends for the American way 
of life, our ideas of democratic living, and our concepts of brotherhood. 


Senator Humrurey. I want to mention for the record that Monsi- 
gnor Swanstrom was unable to be here, and sends this telegram: 


Regret unable to appear at hearing with voluntary agencies before your com- 
mittee tomorrow. Letter follows with statement. Regards. 


We are very glad to have the telegram and his prepared statement 
will be inserted at this point also. 

As most of you know, Catholic Relief Services is the only Ameri- 
can voluntary agency operating in Spain. And I would like at this 
time to enter into the official record, after Monsignor Swanstrom’s 
statement, a summary report on surplus foods donated under title 
III, Public Law 480, prepared by the Catholic Relief Services in its 
mission in Spain. 

(The matter referred to is as follows :) 


STATEMENT FILED BY THE RIGHT REVEREND MONSIGNOR Epwarp EF. SWANSTROM, 
EXECUTIVE DrRecToR, CATHOLIC RELIEF SERVICES, NEW YORK, N. Y. 


On previous occasions, the latest within the past month, I have had the pleasure 
of testifying to the significance of and the vital contributions presently being 
made to the cause of international friendship and good will by the overseas 
surplus-food distributions of America’s voluntary agencies. Today I should like 
to elaborate on some aspects of these distributions of enormous importance in 
terms of the realization of the greatest good. 

The Congress of the United States in enacting the basic legislation which makes 
America’s surplus available to the needy overseas had in mind, it seems to me, 
three basic objectives: 

(1 and 2) The first two objectives are interdependent one upon the other: 
an orderly, practical elimination of our huge food surpluses with consequent 
relief to the taxpayer and the feeding of the hungry with this surplus bounty 
of American agriculture. 

(3) In the process of feeding hungry humans to create, foster, and de- 
velop good will and a spirit of friendship among the peoples of other 
countries and the peoples of the United States. 

It further seems that the basic objectives of the legislation would be best 
served by: (a) the ready identification of the sources of the foods (viz, the 
people of the United States) and (b) the reaching of as many needy persons in as 
many areas as distribution channels and local circumstances would permit. 

In connection with the above-stated matter of “reach identification” I have 
felt and continue to feel that while we are doing a fair job in getting across 
the message of the origin of the foods to the persons receiving them, a more 
comprehensive job in this respect can be done. I continue to feel that the 
inscription, “Donated by the people of the United States,” in English on the 
containers, bags, drums, or cases means little to the vast majority of the persons 
receiving aid. It would seem a simple enough matter to have this inscription 
printed in the language of the country—with the consequent greater under- 
standing and impact. I am aware of Agriculture’s objections to so doing, but 
hardly feel the balance of arguments (diversions, changes in schedules, and 
programs, ete.) weighs in favor of the present procedure. Our field reports 
indicate that those foodstuffs processed under the supervision of agencies in this 
country and clearly identified here at the time of packaging in the language of 
the country of distribution did more to spread the words “gift of the American 
people” than all the prior placards, press notices, ete., put together. 

If language cannot be the medium of transmitting the desired information, 
then a visual symbol along the lines of ICA’s clasped hands symbol certainly 
should be adopted and put into use with the least practicable delay. Indeed, 
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some thought to the development of a simple, small, concise leaflet telling the 
story of how the people of America have elected to share their surplus foods 
could be easily affixed to the cans or placed in the bags or drums. Printed in 
the major languages of the world, this little leaflet could be a far-reaching 
messenger of good will. What I am trying to say here is that we have not to 
date utilized to the fullest extent the means and methods of telling America’s 
story. If we do not tell it, you can be confident no one else will. 

The second matter to which I invite your attention is the increasing multi- 
plicity of reports, records, etc., which are being required of voluntary agencies 
and the nature and type of USOM/Embassy program supervision in the field. 
The voluntary agencies, I am confident, welcome legitimate supervision and con- 
trols. They have, to date, been engaged in a partnership with our Government ina 
humanitarian food-disposal program unprecedented in our history. However, it 
is possible to defeat the very purposes of the programs by the assumption that no 
program is worthwhile unless it is filed in quintuplicate. Those of us in the 
field intend to try our utmost to comply with all requests for documentation. 
We are, however, mindful that reports, records, requisitions, receipts obtainable 
in a highly organized society such as our own are one thing and those which 
can be secured under the vastly different conditions which exist in other countries 
are another. 

The important thing to my mind at this juncture is to preserve the very effective 
partnership which has been built and not to risk its deterioration through the 
requiring of cumbersome administrative machinery which the voluntary agencies 
as a group have avoided and intend to continue to avoid. 

Finally, may I refer to a recent comment I heard to the effect that the vol- 
untary agencies’ feeding programs tend to pauperize the recipients and that it 
would be “better to dump the foods in the ocean.” It hardly seems necessary 
to warn one who has been engaged as I have in social welfare work both of a 
domestic and international nature for the past three decades of the effect of 
continued assistance over a long period of time upon individual recipients. The 
fallacy inherent in the comment—I ignore completely that part of the state- 
ment overlooks the fact that hunger is a daily companion to millions of people, 
and recommends the dumping of the foodstuffs in the ocean—is its generalization. 
No one, for instance, would claim that child-feeding programs carried on through 
schools tend to pauperize the recipients. 

No one would claim, for instance, that grants of foodstuffs to orphanages, 
homes for the aged, hospitals, and other institutions tends to pauperize those 
receiving care. Even so far as direct family distribution is concerned where 
there is no opportunity for work; where no other resources are available to keep 
body and soul together—who can claim that grants of foodstuffs to the hungry 
tend to pauperize? Yes, there are conditions under which distributions of this 
nature would have that effect namely, under circumstances where adequate in- 
come could be earned to feed one’s family and where a substitute the bread- 
winners prefer to simply stay on a dole. 

Actually, in the vast majority of direct distribution to families or individuals 
surplus food distributions are supplementary. The huge numbers of the needy 
and the limited amount of foodstuffs make it necessary to keep distributions on 
a supplementary basis. 

There is one ground swell to which some consideration should be given and 
that is the school of thought which has it that in some areas of the world work 
projects developed with surplus foods as a basis would be more productive of 
self-help activities and more beneficial to the people in the long run. Such use of 
surplus foods is at the present time prohibited since the foodstuffs must be given 
absolutely free to the recipient. There are some related problems which must 
be thought through in terms of the end use of foodstuffs utilized as part payment 
for refugee labor, ete., on housing projects, schools, community centers, ete. 
The recipient would believe that he had a right to dispose of the foodstuffs as 
he saw fit since he had earned them, that is, to exchange or barter them for 
other commodities more necessary at a particular time. Here is an area which 
should be explored by the sincerely interested, conscientious Members of Con- 
gress with which, without exception, the volagencies have had the pleasure of 
appearing before. 

Somehow it seems to me that it is along the lines of devoting our attention to 
such points as I have tried to arrange herein we shall eventually achieve the 
greatest good for the greatest number of people and the most benefit in terms 
of friendship and good will for our own country. Again, may I say that for my 
own part there exists no lack of appreciation of the devotion and the application 
with which the members of the Department of Agriculture and ICA concerned 
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with these programs have shown. We do face the danger, however, of losing 
sight of the objectives of the program in our anxiety to fully comply with the 
records and regulations. We look to the Members of Congress to prevent such 
a situation from arising. 


SuMMARY REPORT ON SuRPLUS Foops DONATED UNDER TITLE III, Pustic Law 480— 
CATHOLIC RELIEF SERVICES (NCWC) Mission ror SPAIN 


Catholie Relief Services (NCWC) is the only American voluntary agency op- 
erating in Spain. 

The surplus food program for Spain began with the arrival of the first ship- 
ments of surplus foods in October of 1954. 

The ocean freight involved is paid with a special grant made by the Spanish 
Government to the Spanish National Caritas which is the indigenous counter- 
part of CRS-NCWC. 

Since the beginning of the program, in 1954, the following amounts of surplus 
foods have been received and distributed to the needy of Spain: 

Metric tons 





eee en eR ee ee a ee ae 62, 054 
Dc a nO a a er er iL ae 9, 985 
Neen eT nen een eee eee ene ee ee ee na cerca 1, 519 
Re ee Ss ee ee ee ee wD eeres 23, 859 
RI ce Sela XE oie dies ceatapeontatit ta on aeieihte easter ke Th en 218 
Neen ee noone ee nee ees 55 

FTN eee ee nee ne eee ai outia at ose, daiiniGmemnpnennnd 97, 681 


The above-mentioned products were utilized for the normal supplementary 
feeding program organized by Catholic Relief Services and the Spanish Caritas. 

This program is carried on with the cooperation of 15 governmental, private, 
and church organizations. 

As of December 31, 1956, the number of persons being assisted through the 
above-mentioned 15 organizations amounted to 4,400,066 as shown on attachment 
No. 1. 

In addition to the normal program, Spain received the following amounts of 
surplus foods in order to alleviate the suffering and loss of income caused by the 
severe crop freeze in the spring of 1956: 

Metric tons 


rater ish gor ce ee es eS is ody eae a ae ok es Caen 2, 157 
Butter____ pO pe rh a ta he ea RN ot ele ok ae ck lee: seated. cicindian es 969 
aa Wises 389 2 i oe che he eee ieee ss er BS a, oe ek ee Ae wee beee 8, 608 

aE ahs ttl aia ce. niet eee Teeth olen. ale 8. Raia eeentelh liam _ 11, 734 


A recent detailed study by the Catholic Relief Services (NCWC) Mission to 
Spain (in order to revise the plan of operation for Spain) has resulted in a re- 
quest, on the part of each of the 15 cooperating organizations, for increased 
amounts of surplus foods. A summary of the food requested by each organiza- 
tion, per quarter, and the number of beneficiaries to be assisted by each is shown 
on attachment No. 2. 

The surplus food program in Spain has made a concrete contribution to the 
alleviation of human suffering and has been widely acclaimed by both Americans 
and Spaniards as an important facet of Hispano-American relations. Through- 
out Spain it is well known that surplus foods are a gift of the people of the United 
States to the needy of Spain. The program has been one of the best publicized 
in Spain. 

The distributions of surplus foods have taken place in: 


ERT MOO OU cide th iish ssi: Sent cecbeeaba i det dia Seiacuicles 52, 000 
ihe eet ti kee 4 ddl ea cies Bea eb ee 13, 120 
CI i its iin i lj hs tcc cial tae is Siete: 92 
Summer camps____---~- ani ade juphbeeeasntadiicne.ulhidns ket 50 
SION Ss fois decir hic wince deans baad cae 901 
Homes for the aged_____________-__ i oatpatil eis) dates sett ah ere te i ad 88 
I I site nists ccs iain ala sii acl Ket it ile leh ts Sian Mice Biases 28 
DR ONE iii 3 ns ie ek a a eT el ced 124 
PR 5 isk his Ri iin ~ naa Sided hdiatbs he Rh tcidecRathebcsulelacbin 147 
NE 8 ails cb tii sctg sales ss hie ch aplasia ial hee eas 90 


eRe iin tates cca anne hie ect MN ite cis ac tence cares sca adits 834 








POLICIES AND OPERATIONS 277 


The program has resulted in an increased school attendance and medical re- 
ports exist which show that a marked improvement in the health of schoolchildren 
has been noted. 

Church officials report that in many areas where church funds were previously 
used for the purchase of medicines, for the poor, the introduction of surplus foods 
has resulted in a reduction in the number of requests for medicines. 

The Spanish Government, through the Ministry of Education, has officially 
asked that every effort be made to continue the donations of surplus foods to the 
needy, particularly to the schoolchildren of Spain. 

As an expression of gratitude to the people of the United States 50 leather- 
bound volumes were prepared by the schoolchildren of Spain and presented to 
Ambassador Lodge for presertation to the governors of the 48 States, the Com- 
missioners of the District of Columbia, and the executive director of Catholic 
Relief Services (NCWC), Rt. Rev. Msgr. Edward E. Swanstrom. 

There is a dire need of proteins, fats, and oils in Spain. Calcium is also badly 
needed. <A recent report received by Catholic Relief Services tells of a Province 
(Albacete) where the poor eat an average of 2.2 pounds (1 kilo) of meat per year. 

Surplus butter, which made a tremendous contribution to the Spanish diet 
because of the shortage of fats and oil, is no longer available to voluntary agen- 
cies for donation to the needy overseas. 

The introduction of surplus powdered milk in Spain has resulted in a better 
local product. (It is no longer watered down as it used to be.) Those who 
can afford to purchase milk are now demanding a better product. 

Surplus foods have reached children and adults who were unaccustomed to 
dairy products either because they were unavailable in certain areas of Spain 
or because the price was far beyond the reach of the poor. 

The Spanish market has not been affected by the introduction of American 
surplus foods in Spain. 

F.. Ropert MELINA, 
Delegate for Spain, 
Catholic Relief Services. 
May 18, 1957. 


ATTACHMENT I 


As of December 31, 1956, the following number of persons were being assisted 
by the collaborating organizations shown through the Catholic Relief Services- 
NCWC-Spanish Caritas surplus food program : 


1. School lunch program (governmental) (Servicio Escolar de 


AlimenteciOn ) .. ts Set di tiated iai ie 1, 863, 074 

2. Ministry of Health (governmental) (Direction General de 
TINY is Sid earn enineec terre eheeas sich leanne 90, 366 

3. Sickness insurance (governmental) (Seguro Obligaorio de Enfer- 
BIRGNINE ) cessed ns esac pte peep eh cnitag igcemncensee geiclanainecinetacinenay tapeiaeegianiotoaaaaaget nei 367, 203 

4. Protection of minors (governmental) (Consejo Superior de Pro- 
CRED CI TR a ccc cage eee ceeeaerel 6, 140 

5. Protection of women (governmental) (Junta Nacional de Pro- 
PORT Bi BO UNNI Sous ci dcinssink eee eeetsieeie Shell sain tabaci wee hati 521 

6. Feminine section (Falange-governmental) (Seccién Femenina de 
OUI TOI Ness cesses Snessnee nica wien cs bain ddaieemeiimadeiandeceaa 32, 625 
7. Social assistance (Falange-governmental) (Auxilio Social) _______ 42,5365 

8. Parole system (governmental) (Patronato Nacional de Redencién 
Gs PAs Oue GF "TRADRIG) . oi oan eet nenialne se ateasias 970 
9. Syndicates (governmental) (Delegaci6én Nacional de Sindicatos) __ 4, 889 
10. Spanish Red Cross (semigovernmental) (Cruz Roja Espafiola)____ 690 

11. Welfare committees (semigovernmental) (Juntas de Bene- 
TI scsi icieee Soc cist aie ance bose ecansscipetanemabiiicicnnaes npn de ian Ce ee 30, 862 

12. National Confederation of Religious (church) (Confederacién 
Neeienal Ge Wenigiowoen. ae 3 ne Se 206, 371 

13. Seminaries (church) (Seminarios y Escuelas de Formacién de la 
BNI Yess nist eteibnce scheint eee ici talnoninainaspe tiene eae ee aie 19, 421 

14. Archbishop Claret Institute for Needy Rural Priests (Institutci6n 
MTOUUIEO CHOTOG nee oo eg ca aon aie bh bate aeons 814 
15. Diocesan charities (Caritas Diocesana)_._._.._.___-__________ 1, 733, 584 
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ATTACHMENT II.—Amounts of surplus foods considered necessary for each 
quarter by each collaborating organization according to individual reports 


| 

Bene- Approximate quarterly 

ficiaries ration contemplated 
Butter | contem- |__ 

| 


Organization 


plated 
Milk | Cheese | Butter 





x 
= 


Kilos | Kilos 
. School lunch program. -_| 2, 451, 922 1%} 1 
. Ministry of Health . 100, 000 4% 3 
Sickness insurance : | | . 321, 000 ay. Be 
. Protection of minors--___- 26, 920 
Protection of women 2, 384 
Secci6n Fememina 61, 700 
Social assistance 80, 841 
. Parole system 4, 500 
. Labor syndicates 20, 648 
. Red Cross 2, 048 
. Welfare committees -__ __ 79, 840 
. Confederation of Reli- 
gious_- | 742, 000 247, 309 
. Seminaries._______-___- 160, 000 | 31, 963 
. Archbishop Claret Insti- 
1, 368 | 
1, 921, 531 | 
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| 17,102,530 | * 12,515,514 | 





117,102 metric tons. 
2 12,515 metric tons. 
3 8,660 metric tons. 


Note.—The school lunch program requires milk for 200 days per year, cheese for 100 days per year, butter 
for 100 days per year. 
Senator Humpurey. I should like to call to the attention of all of you 
here, if you are interested, that late yesterday afternoon I made a little 
talk in the Senate on the people-to-people use of food and our volun- 
tary agencies. 
It is in the Congressional Record. I made the talk to sort of set the 
general theme for this hearing today. 
May I also say to Mrs. Tourover that I visited the new Hadassah 
Hospital about a month ago, and it is terrific. 
Mrs. Tourover. Here isa picture of it. 
Senator Humrnurey. I was right up there crawling around on the 
top of construction. It is really marvelous. 
Go ahead, Mr. Bagration. 


STATEMENT OF T. K. BAGRATION, CONTRACTING OFFICER FOR 


SURPLUS COMMODITIES, TOLSTOY FOUNDATION, INC., NEW YORK, 
N. Y. 


Mr. Bacration. Mr. Chairman, my name is T. K. Bagration, office 
of the Tolstoy Foundation. I am ‘submitting this statement for Alex- 
andra Tolstoy, president of the foundation, who was unable to come 
here today 

The Tolstoy Foundation, Inc., is a charitable organization in- 
corporated in the State of New York in 1939 for the purpose of assist- 
ing Russian refugees and refugees from other countries, victims 
of ( Communist oppression. 

The main lines of the thinking of voluntary agencies participating 
in the distribution of surplus commodities abroad are given in the 
testimony of the chairman of the surplus commodities foreign policy 
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committee of the American Council of Voluntary Agencies for Foreign 
Service. : : 

The Tolstoy Foundation shares the views expressed in this state- 
ment. 

Since the end of World War II the Tolstoy Foundation has been 
active in the assistance to refugees in Europe and later in countries 
of the Middle East. This assistance consists mainly in helping 
refugee families emigrate to other countries where local economies 
can absorb them and where they can start a new life in freedom. 

An important part of the work with refugees abroad consists in 
helping them with resettlement and integration in countries in Europe 
where they have received political asylum so that they can become 
self-supporting. 

Although a large numer of refugees have emigrated, or have been 
resettled, there is still a sizable number of these whose situation is 
still not satisfactory. The number of refugees in Germany is increas- 
ing rather than diminishing, due to political events in Eastern Europe, 
and we have to continue to face this problem with the best help we 
can give. 

The flow of refugees and the urgency of their needs will continue 
as long as there is Communist oppression in their countries of origin. 
Our purpose is to bring confidence to the refugees and help them be- 
come independent. 

For that reason the existence of surplus commodities for distribu- 
tion to refugees is of special importance. Our feeding program ex- 
ists at the present time only in Germany, where we have our main 
caseload of refugees in aa Our shipments consist at the present 
mostly of cheese, of which we ship 1 carload every 3 months, and the 
distribution is made at regular intervals by our personnel and volun- 
teers. 

We used to distribute butter, when it was available. We are plan- 
ning to increase our allocations with rice and milk. The most im- 
portant item is always shortening, oil or fats which unfortunately, are 
not available now. 

The addition of American farm surplus to the meager diet of refu- 
gees is of special feeding value. I wish at this point to underline the 
importance of the program as a contribution to the understanding of 
this country abroad and the moral value of the people-to-people ap- 
proach in giving a helping hand to the needy without strings attached. 

Our experience shows that this program helps keep high Ameri- 
can prestige abroad, that foods marked, “Gift of the American Peo- 
ple” are accepted with gratitude and are considered by refugees as a 
sign of friendship of the United States with those who have left their 
homes for freedom. 

One of our problems abroad is to counteract the Soviet anti-Ameri- 
can propaganda spread among refugees by an organized Communist 
campaign for repatriation with the homeland. We consider that one 
of the most important and effective factors against misinformation 
circulated by Communists about our country was the generous dona- 
tion of food to the needy. 

For this reason we greatly appreciate the tremendous psychological 
help which was given by the United States Government to the Tolsto 


Foundation with surplus commodities, and we hope that refugees will 
continue to receive this support in the future. 
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Senator Humpurey. I want to thank you for your statement. 

Miss Egan, do you have another witness now ? 

Miss Ecan. Mr. Chairman, there is one other representative of one 
of the agencies present. He is Mr. Wendell L. Rockey, of the World 
Relief Commission of the National Association of Evangelicals. And 
it may be that Mr. Rockey, while he does not have a prepared state- 
ment, would want to add something to what has been said before. 

Senator Humpurey. Please, Mr. Rockey. 


STATEMENT OF WENDELL L. ROCKEY, EXECUTIVE DIRECTOR, 
WORLD RELIEF COMMISSION, NATIONAL ASSOCIATION OF EVAN- 
GELICALS, LONG ISLAND, N. Y. 


Mr. Rocxry. Mr. Chairman, we do not have a prepared statement, 
or written statement, as Miss Egan has said, but certainly I endorse 
testimony by Miss Egan as executive director of the World Relief 
Commission of the National Association of Evangelicals, and we want 
to go on record as being especially grateful for the Government’s 
surplus commodities which have been made available to us. 

We found similing faces and lightened hearts in the distribution of 
this food, and we too, as other agencies made known to our donors, our 
churches or schools, and the recipients, that this food is presented to us 
by the American Government. And we feel that it has had a tremen- 
dous impact upon the hearts and minds of people in foreign countries 
who have received that help from people who don’t even know them. 

I will relate one little story. You were talking about the powdered 
milk a minute ago. We have a representative in Korea, and he got 
hold of an old washing machine and a few malted milk mixers, and he 
took the powdered milk and attempted to churn back into the powdered 
milk the fat that had been removed to make it a little more palatable. 
And he said the Korean children really went for it. 

Senator Humpurey. I watched them in Spain use washing ma- 
chines to mix powdered milk into liquid milk, and they do a good 
job with it. 

Mr. Rockxry. We could tell you many stories about the recipients 
being grateful for all they have received. 

Senator Humpnrey. Anything else, Miss Egan. 

Miss Eean. No, Mr. Chairman. We are very grateful for your 
patience in hearing us out, and we are very happy to continue as the 
link between the abundance with which God has blessed America and 
the most threatened, the most dispossessed, the most uprooted groups 
in the free world. 

Senator Humpurey. We are very glad to have you here. I think it 
is good for Washington, D. C., and all of us to meet the representatives 
of the voluntary agencies. And if I were to select somebody for the 
Nobel Peace Prize, I would just select all of you folks right now. And 
I mean it sincerely too. 

Now, we have Mr. Clyde Rogers of the Ohio Council of Churches, 
and then we have Mr. Spiros Zodhiates. 

First, we want to hear Mr. Rogers. 
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STATEMENT OF CLYDE N. ROGERS, OHIO COUNCIL OF CHURCHES, 
AND OHIO CHRISTIAN RURAL FELLOWSHIP, COLUMBUS, OHIO 


Mr. Rocers. Mr. Chairman, and Senator Young, I appreciate the 
opportunity of being here. I officially represent the Ohio Council of 
Churches, which is the Protestant agency in the State of Ohio repre- 
senting some 2 million people. In addition I represent the Ohio 
Christian Rural Fellowship, which has on its advisory board Mr. 
Murray D. Lincoln, president of CARE; Douglas Stanfield, of the 
Ohio Farm Bureau; Byron Frederick, of the Ohio State Grange; and 
all the rural agencies. 

And so today I speak informally about their activities as well, be- 
cause all of our rural groups in Ohio are 100 percent back of what the 
voluntary agencies have done. We in Ohio, of course, are a collection 
agency for these voluntary agencies, and in addition, I think we ex- 
press this angle, that it is good for the American people to share and 
give. And we feel this very strongly in our State, and we feel that 
this program has been of tremendous benefit. 

About 2 years ago I presented to you personally, Senator Humphrey 
a statement that was worked out in cooperation with these rura 
groups, specifically with the department of agricultural economic and 
rural sociology of Ohio State University, and there is one additional 
recommendation which has not been brought before the group this 
morning that I would like to refer to again. 

We believe in Ohio—and I think they would come nearer being 
universally behind this one thing than anything else—that there 
should be a national set-aside of foods, these aa foods, for use 
consistently as a part of our foreign program, that it should not be 
charged to agriculture, but that it should be a part of a total program 
of American help to people around the world. We have even recom- 
mended an amount at that point, taking these basic foods of $3 billion 
as a set-aside with foods that are in surplus continuously replenish- 
aa ee amounts that they may be used by these agencies in their dis- 
tribution programs. We think it has great possibilities, and we cer- 
tainly submit it to you again with that type of feeling. The people 
of Ohio, I think I can say this, almost 100 percent support this. You 
might say, well, how do I know? As you know, 4 years ago it was 
my privilege to be in Europe and the Middle East visiting the 
refugee areas. I came back and, for some unusual reason, I had the 
opportunity to speak to all kinds of groups. In the last 4 years I 
have spoken to over 1,400 groups and have refused to speak at any 
time unless there would be questions afterward. And when a ques- 
tion appears, I have found again and again, that people have said, 
“we believe in what the voluntary groups have done. We want to 
continue it. And we want these projects used.” 

I would like to add 1 or 2 other products, because we in Ohio are a 
great corn State. You have heard reference here this morning to 
oils. We feel that corn ought to be turned into oil, and it has net 
been under the program and we think by all means it should be a 
part of it. 

Senator Humpnrey. And it can be under existing law? 

Mr. Rogers. That is right. And, in addition, we think that corn 
ought to be turned into sirup, because in my experience the refugees 
need sweet things, and we have corn rotting in Ohio. And we do not 
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think that people should starve because food is an instrument for 
brotherhood and peace. 

I would like to close with this one statement. As you know, last 
summer it was my privilege to visit President Syngman Rhee in 
Korea. He had this to say to me: 

We appreciate what America has done. What America has done has kept 

South Korea from going Communist. We appreciate that. We appreciate 
what the people of America have done, and above all, what the religious groups 
have done in helping our people to help themselves. 
We believe it is helping people to help themselves when you first start 
feeding them. And, second, with technical aid such as you have 
suggested again and again this morning, they may find the ways of 
meeting their own needs in the future. 

And so I just want to add my own word, representing the Ohio 
Council of Churches, that we in Ohio back this approach 100 percent, 
and commend this C ommittee on Agriculture for the work that it 
has done, and that is what they have done through the House Com- 
mittee on Agriculture as well as in keeping this before the American 
people and making possible Public Law 480. 

And I thank you very much for allowing me to come and make this 
informal statement. 

Senator Humpnrey. Thank you, Mr. Rogers. We know of your 

work in Washington and I am delighted to have you come. 

I think you w vould like to know that there are three Senators who 
are members of the Contmittee on Agriculture who are also members 
of the Foreign Relations Committee. They are Senators Hickenlooper 
and Aiken and myself. So that we have a bridge between those two 
committees. And the point that Senator Young made a w hile ago, I 
think, needs to be reemphasized in our thinking, that of trying to ) dis- 
associate, or at least to separate, our normal agricultural expenditures 
from normal policy expenditures. You see, “here you have outlined 
these wonderful objectives which you people understand better than 
anyone else, and in which I fully and strongly concur. I talked to the 
President yesterday morning about these very same things. And yet 
when we get to legislation, we are under the constant impact of the 
political pressures and the political heat that has brought on an agri- 
cultural program. The focus of public attention is not on the broadest 
of objectives at times, but upon the limited objective of a legislative 
policy relation to agriculture. 

Take this corn situation that you have just mentioned. Now, I 
can tell you that the people have been led to believe that we just have 
an unbearable burden of corn surplus. Well, if it just sits, there it is, 
there is no doubt about it. But if somebody will use a little imagina- 
tion in a new outlook on life, why then we can use this corn. It is 
simple to let corn go to waste; it is really, truly simple. And I think 
people ought to feel badly when they read that it goes to waste. But 
our farm “people would like to know that they are doing something 
good for the world. And I submit that a farm family in the country 
producing food and fiber and maintaining community institutions is 
a fundamental part of the American way of life. It makes possible 
these voluntary agencies, too. We need to preserve them just as well 
as we need to preserve other families. 


Next is Mr. Zodhiates, general secretary of the American Mission to 
Greeks, Inc. 





POLICIES AND OPERATIONS 283 


STATEMENT OF SPIROS ZODHIATES, GENERAL SECRETARY, AMERI- 
CAN MISSION TO GREEKS, INC., NEW YORK, N. Y. 


Mr. Zopu1Ates. We work only in Greece and being a Greek, myself, 
and having contact with the Greeks, I can say that the program of dis- 
tribution of United States surplus foods is deeply appreciated, and, in 
some areas, it has turned the tide completely from Communist ideol- 
ogy to friendship for the United States. 

The food distribution, of course, is not sufficient in areas where 
there is great need. It has to be supplemented by clothing distribu- 
tion. In Greece, for instance, in many areas, clothing is far more 
needed than food and I believe it is a wonderful thing that an agency, 
a voluntary agency, can distribute United States surplus foods, be- 
cause that agency sees that what is needed is given. The same is true, 
of course, with drugs. When people are ill they have to have a com- 
bination of all this help meeting their particular need. 

Speaking of clothing and need in Greece, I would say this: That 
one of the greatest things we can do to help the people is to distribute 
clothing and send individual packages from here. I don’t know 
whether the Government can do anything about it, but just recently 
the Greek Government has been charging excessive duty on used 
clothing sent from here in individual packages, sent by mail. Now, 
it is costing us, the egency, a great deal of money to spend $5.35 to 
ship an individual clothing package to a family that is far away and 
cannot be reached in probably any other way, and then to have the 
family receive the package and to have about $14 to $15 charged for 
duty is a tremendous hindrance to the work that we are trying to do. 
I am just putting this in the record so that you may be aware of it. 
I don’t know whether the Government can do anything about it. 

The first thing I believe that we should look forward to is; Is there 
any possibility of receiving any help in sending the individual pack- 
ages? We have to pay the full amount ourselves now. 

Senator Humrnrey. I couldn’t speak for anyone else on this at all 
but my own reaction has been that this is an individualized type of 
contribution and there are so many types that you can undertake ‘that 
I doubt that there would be any rele ion of the official policy on that 

Mr. Zoputares. Yes. Well, the other thing is something that has 
been mentioned before. It is about the host government paying for 
the ocean freight. We deal with the Greek Government, of course, 
and have here all the listing of the things that we shipped of the 
United States surplus foods since January, and we paid 50 percent 
to the Greek Government, and we haven’t. cashed it yet; it hasn’t come 
through. Now, as of July 1, it will be 100 percent. Now, who is 
going to pay that 100 percent? We have a hard time collecting it 
from the Government, and so arrangements should be made—let the 
United States Government collect it from the Greek Government— 
some arrangements whereby we ourselves do not lay out all the funds 
that we could use for the other programs that are of such necessity to 
supplement the United States food distribution program. 

Senator Humpurey. I would ask that you make available fer our 
record here the material that you have. 

Mr. Zoputates. I do not have a prepared statement, but I will be 
glad to render one. 
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Senator Humrurey. Do you have an extra copy of the statistics? 

Mr. Zopuiare. No, but I will be glad to furnish one. 

Senator Humpurey. If you would, I think it would be helpful. 

Initial freight costs are a matter of negotiation again. I do not 
want to make any definite statement as to what has been done, but it 
is something that should be looked into. 

_ Mr. Zopurates. It is a matter of urgency because the Ist of July 
1s just around the corner. ; 

Senator Humpurey. Yes, sir. 

One question I need to ask. I am going to have to leave you in a 
little while. There have been some charges of duplication of services 
by agencies themselves, and also agencies as related to government. 
What is your reply to this? 

Miss Ecan. Mr. Chairman, in every country where the voluntary 
agencies distribute surplus commodities, there 1s a coordinating coun- 
cil of voluntary agencies. I participated in the meetings of such coun- 
cils in India, in Vietnam, in Hong Kong, in Korea. There are also 
these councils in Formosa and Japan. I think all of us here can tes- 
tify that, far from the possibility of duplication, we are on the other 
side of leaving out of programs large groups that need the help that 
we could give them had we the amounts necessary. The problem of 
duplication, if it arises, is already taken care of in these councils 
overseas. I have with me several of the bulletins that go out from 
the American Council of Voluntary Agencies, the Surplus Commodity 
Committee, to these councils at regular intervals. 

Senator Humrnrey. I wish you would give us for the record at your 
convenience a display of those bulletins so that we can include them 
to make comments on this very point, because this point has been 
raised repeatedly. 

Miss Ecan. Yes. 

Senator Humpnrey. Anyone else? 

Mr. Reuter. I would just add that the unanimity of this group to- 
day is testimony that there is considerable coordination among the 
agencies themselves, both in this country and abroad. 

Mrs. Tovurover. I would like to add to that, that not only is there 
coordination between the American voluntary agencies operating in 
the country with which I am most concerned, namely, Israel, but that 
we have actually drawn into the programs those agencies within the 
framework of the country itself who, through us, are receiving the 
surplus foods, and, therefore, the program has a much wider base 
than it would ordinarily have. 

Senator Humpurey. These will be items that will be submitted for 
the record by Miss Egan and in response to the questions upon which 
we have comments. 

I must leave you. I want to thank each of you for your attendance 
here today. I encourage you to take some of this to the House Foreign 
Affairs Committee if public hearings are still open. If not, you might 
want to comment to some of the members of the committee on the 
Mutual Security Act. Iregret that we didn’t have this hearing before 
we acted on mutual security, but we have been up to our ears in com- 
mittee activities. And we will follow through on your recommenda- 
tions to the best of our ability. 

You all know the members of the Senate Agriculture Committee. 
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May I make one other practical suggestion to you? If you know 
them as individuals, and you feel very keenly and very deeply about 
your programs and the recommendations that you have made, I 
would suggest that you send letters to those Senators that you know 
as individuals, with whom you have worked and in whom you have 
trust and faith, indicating your interest in these particular recom- 
mendations, because they would have been here today, except ever 


one of them has about three committee meetings. I had three this 
morning at the same time. 


(Whereupon, at 12:15 p. m., the committee adjourned to reconvene 
at 10 a. m. Friday, June 21, 1957.) 


(Additional statements filed for the record are as follows:) 


HARLINGEN, Tex., June 13, 1957. 
Hon. Husert H. HUMPHREY, 


Committee on Agriculture and Forestry, 
Washington, D.C. 


Dear Mr. HumMpuHREY: I appreciate the honor of being invited to appear be- 
fore the Senate committee in the foreign aid hearings now being held in Wash- 
ington, and regret to advise that representatives of the Volunteer Border Relief 
ure unable to attend the hearings. I respectfully submit the following statement 
for your honorable consideration and committee records. 

“If thine enemy be hungry, give him bread to eat; and if he be thirsty, give him 
water to drink.”—Proverbs 25: 21. 

The Word of God says we should give a hungry and thirty enemy, bread to eat 
and water to drink. In other words it is the better way, a principle that has 
Divine approval. 

Our vast stockpiles of “bread” (surplus commodities) then become a major 
potential source of security and national defense when used for this plan of 
God. We also should give food and drink to hungry and thirsty friends, peoples 
who may be influenced to work against our national safety. 

The weakest link in the chain of services in which we are sending food and 
other assistance to many parts of the world, is in the final distribution of these 
commodities and granting of assistance to recipients of our foreign aid program. 

It is this weakness that in the great majority of cases, critics of the program 
use to discredit the plan. They say that much of the food is sold and not given 
free to needy persons, that worthless projects and mismanagement use up huge 
sums of our tax money. 

The International Cooperation Administration now maintains a task force 
in a vast area where foreign aid is given. Its work is mainly on an advisory 
basis to give technical aid, etc., when required by a foreign government. 

Could not this agency of our Federal Government be made responsible for 
the proper use of aid sent to foreign countries, and its task force enlarged to 
enable it to work somewhat along the following plan, especially in the dis- 
tribution of surplus commodities to hungry peoples. 

A few years ago under the joint supervision of the United States and Mexico, 
a Mexican and United States general, directors, inspectors, and officials of both 
nations worked side by side in the successful elimination of the dreaded hoof- 
and-mouth disease of farm animals in Mexico. 

It seems probable that foreign countries could work together with the United 
States in a similar manner to distribute our surplus commodities to their needy 
people, perhaps on a basis of the United States furnishing the supplies and the 
recipient country to pay the cost of the distribution. By the foreign nation tak- 
ing an active part in the project much of the national pride or disgrace of 
receiving food donations from another nation would be avoided. 

Speaking from the knowledge gained by conducting our program in Mexico, 
T would say that milk, medicine, and education are badly needed by some 17 
million peons of farmworking families. 

The better way for a nation to grow strong and prosper is for it to care for 
its poor and needy first. 

With best wishes for a just outcome of the present meetings, I remain 

Yours sincerely, 
FRANK FERREE, 
President, Volunteer Border Relief. 
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FISHER FLOURING MILLs Co. 


Seattle, Wash., June 24 1957. 
Senator Husert H. HUMPHREY 


Senate Office Building, Washington, D.C. 


Dear SENATOR HUMPHREY: Knowing of your interest in bulgur wheat regard- 
ing which we have corresponded in the past, and also knowing of the hearings 
that you are now conducting pertaining to the voluntary relief agencies and the 
programs that have been made available to them, we are enclosing four copies 
of studies made by the surplus commodities policy committee of the American 
Council of Voluntary Agencies for Foreign Service, Inc., in which we believe 
you will be very much interested. 

This presentation was developed as a result of the samples that the voluntary 
relief agencies forwarded to a number of their offices scattered pretty much over 
the world. We furnished the samples but had nothing to do with the very 
effective presentation and report of the voluntary relief agencies. 

Unfortunately, the Department of Agriculture has been unwilling to approve 
bulgur wheat (ALA) for distribution by these voluntary relief agencies. They 
have taken this action in spite of the fact that rice was removed from the 
commodities available for distribution by the voluntary relief agencies and they 
had nothing to take its place in many areas. 

The people receiving the relief do not have either the facilities or the knowl- 
edge of how to cook or to prepare other cereal products. We know in the past 
they have attempted to boil wheat 12 to 15 minutes as they do rice and that in 
eating the wheat thus prepared, it resulted in such distress in some areas that 
they called it ‘America’s poison.” 

If there is anything you can do to encourage the Department to approve bulgur 
wheat (ALA) for distribution by the relief agencies, it would be a very con- 
structive move. 

Sincerely yours, 
J. L. Locke, 
President and General Manager. 


THE NEED FOR RICE oR A RICE REPLACEMENT FOR USE IN AMERICAN VOLUNTARY 
AGENCY SURPLUS COMMODITIES DISTRIBUTION PROGRAMS OVERSEAS 


Statements collected and compiled by the Surplus Commodities Policy Committee 
of the American Council of Voluntary Agencies for Foreign Service, Inc. 


NEED FOR RICE 


Among the hungriest people in the world are the habitual rice eaters. Many 
of the rice eaters of the Far East have been separated from their rice paddies 
by war, by Communist pressure, by the necessity to go into exile. Masses of 
such unfortunates throng South Vietnam, South Korea, Hong Kong, Formosa. 

The voluntary agencies of the American people are working amongst these 
destitute exiles, conducting feeding, medical, and self-help programs day in and 
day out the year around. 

In December 1955 the American Government made surplus rice available to 
the voluntary agencies for their feeding programs; 300 million pounds of rice 
were distributed before rice was removed from the list of available surplus items. 


REPLACEMENT FOR RICE 


The United States still possesses so great a surplus of wheat that millions 
of bushels are being stored in the holds of the ships of the ghost fleet, and millions 
more in tents in the great expanses of the southwest. 

A replacement for rice is urgently needed in the feeding programs of the 
voluntary agencies, especially their feeding programs which concentrate on 
children, as in Vietnam, or destitute, as in Hong Kong, and on the needy and war- 
dispossessed who are suffering from TB and other diseases, as in Korea and 
Japan. 

American surplus wheat stocks can be processed into a food which is a very 
acceptable substitute for rice. This is called “bulgur” wheat, and has been 
used since primitive times. The wheat, in Biblical times, was parboiled in great 
kettles, and allowed to dry in the sun. The same effect is produced now by 
mechanical means. After the wheat is thoroughly washed and the water used 
in washing is removed, some water is added anew under controlled conditions. 
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Heat is applied and moisture is removed to the minimum required for a stable 
product. 

Bulgur wheat, when cooked with two parts of water to one of cereal, cooks 
to the consistency of brown rice. It can be substituted for rice in almost any 
rice dish and, combined with local sauces or oils (palm oil in certain parts of 
Africa, nuoc-man in Vietnam, kimchee in Korea, etc.), becomes not only very 
palatable, but a highly nutritious food. None of the germs need be lost in this 
process. 

FIELD REPORTS ON BULGUR WHEAT 


Bulgur wheat has been tested by voluntary agency personnel, local health 
authorities, and residents in a number of areas abroad. Herewith are some 
reports: 


1. Korea 


“Samples of bulgur wheat arrived here recently and we have had several 
Koreans try the product, and in each case the answers have been enthusiastic. 
Boiled, we consider bulgur an acceptable substitute for rice, and mixed with milk 
we think it would be suitable in the milk stations. 

“In view of the estimated 30 percent rice crop loss this year and the consequent 
rising prices together with the discontinuance of rice shipments to our organiza- 
tion, we believe bulgur a very welcome addition to our food program.” 


2. Hong Kong 


“We have received the 5 pounds of bulgur wheat by P. A. A. We immediately 
turned over this bag to the American dietitian who operates a welfare center. 
We quote her report on the wheat. ‘We have cooked up the cracked wheat and 
it really is delicious. I gave it to several of the women here to do the same 
and they all liked it very much.’ 

“This dietitian has been in China for some 20 years and knows the people 
and the language, their likes and dislikes. ‘I am sure the people would appre- 
ciate receiving it,’ she said.” 


3. India 


Miss Mary C. Hiltz, acting professor of nutrition of Women’s Christian Col- 
lege, Chetput, Madras, writes: “With regard to the bulgur wheat, the people 
like it because they do not have to mill it and it is clean. Larvae do not spread 
in it as rapidly as weevils do in other wheat, but we have had them within 3 
months of our receipt of the wheat. This type of wheat, however, should be 
used in South India, because north India and Pakistan have always used wheat. 

“Bulgur wheat arrived in Madras on May 17, 1954, and was delivered to the 
Nutrition Department, Women’s Christian College, on May 20, 1954. Samples 
taken at the harbor by the fumigation officer showed that the wheat was fresh 
and in good condition with no weevil or infestation noticed. Since this was 
holiday time, the wheat was not checked until June 23, 1954 (about 1 month 
later). On checking, no infestation was found. 

“The bulgur wheat was used in the servants’ mess, W. C. C. compound. It 
was used in a few recipes which were liked by the people. Recipes such as 
kesari, wheat pudding (for this the bulgur wheat had to be pounded and sifted).” 
4. Okinawa 

Miss Ege of the Naha City Health Center, nutrition section, tested the wheat 
in her laboratory and asked the center staff to sample the cooked food. She 
stated that the staff was pleased with the results and was favorably impressed 
with the food. She felt that although the wheat product would never take the 
place of rice it could be used in a combination with rice, and might be substi- 
tuted for one-third the total rice consumption. She believes it is possible for 
the average family to use the wheat with all three meals per day if combined 
with other foods. 

In preparing the wheat as a main dish—as rice is normally used—Miss Ege 
used 30 percent wheat to 70 percent rice. She felt this was the most satis- 
factory proportion and would be accepted by most persons and families. 

The wheat was also prepared with sliced bonito, cooked with vegetables as 
rice is often prepared, and also fried, as with fried rice. She felt it was an 
appetizing and appealing dish in any of the above-mentioned recipes. 

Regarding the cooking of the wheat product, Miss Ege stated that the ex- 
pansion was about two and a half times that of rice after the cooking process. 
For this reason it would be a practical food to import from the standpoint of 
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transportation, as the number of servings per shipping pound would be greater 
than rice. Miss Ege suggested that from one-third to one-half wheat to rice 
would be a fair proportion for importing for the welfare rations. 

Miss Hiroka Nashiro, home economist of the Ryukyu University, has used the 
bulgur wheat and found it well accepted by the university students. It can be 
used with rice to increase volume and improve flavor. She feels that it would 
be an excellent addition to Okinawan diet. 


5. Near East (Beirut) 


“Bulgur wheat is very well known here in the Near East and shall be deeply 
appreciated for distribution. Some 500 tons could be used if it is available. 
We have procured samples of the wheat and have found them very satisfactory. 
Bulgur wheat sells for 50 piasters per kilo.” 


6. South America 


Bolivia: “If available, 300 tons of bulgur wheat have been requested for im- 
mediate use in ongoing feeding schemes among the needy. A product known 
locally as trigo mate is essentially the same as bulgur wheat and is much in 
demand.” 

Chile: “If available, 600 tons of bulgur wheat could be integrated into feeding 
programs immediately. It is a prized local food.” 


Colombia, Peru, and Brazil: “Bulgur wheat is a very acceptable food and could 
be used in feeding programs.” 


7. Spain 


“The 16th of November the first test of bulgur wheat was made in Spain. 
The following recipe was used: 
31% cups boiling water 
1 teaspoon salt 
1 chopped onion 
1 chopped garlic 
% cup of oil 
6 frankfurters 
21% cups bulgur wheat 
“Procedure: Mix the onion, tomato, and garlic and fry them in oil. Add the 


frankfurters in pieces and the bulgur wheat. Then add the boiling water and 
salt. Cover. Reduce heat until cooked. Serve hot. 

“Five persons participated in this test and gave their opinion with reference 
to the acceptance of this new food in Spain. The result was as follows: 


“All five said the bulgur wheat would be acceptable mixed with other foods, or 
the usual condiments.” 


8. Morocco and Tunisia 


From the countries above come enthusiastic reports of the tests. Agency 
personnel there are pressing for supplies. 





POLICIES AND OPERATIONS UNDER PUBLIC LAW 480 
(83D CONG.) 


FRIDAY, JUNE 21, 1957 


Untrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 

The committee met, pursuant to recall, at 10 a. m., in room 324, 
Senate Office Building, Senator Hubert H. Humphrey presiding. 

Present: Senators Humphrey and Aiken. 

Senator Humpurey (presiding). We will open the hearings for 
today, the 21st of June. 

This is the hearings on Public Law 480, today directed toward title 
III of the act that refers to barter. 

Several developments have occurred in recent weeks concerning ad- 
ministration policy as it regards barter techniques in reducing our 
agricultural commodity surplus. Before the committee today, we 
will get one side of the story, the side of the advocates of the barter 
technique from those firms engaged in the business. 

It is my opinion that Congress directed (and I underscore the word 
“directed”) the use of barter because it believed that this technique 
was a sound tool with which we could substantially build up the 
physical resources of our Nation. It appeared sound business to 
transfer ownership from high-risk, high-storage cost commodities, 
such as grains, to more stable materials, such as industrial diamonds, 
for example, which have practically no storage costs. I only point 
out that one because it is an obvious and substantial one. 

The Department of Agriculture, however, notwithstanding express 
legislative authorizations, has failed to avail itself fully of this tech- 
nique to reduce the agricultural commodity surplus. 

Opponents of the title III barter program allege that its operation 
has adversely affected dollar sales, and, let me add, learned arguments 
have been made by those who support this view. This is a main bone 
of contention, that barter arrangements do not open up new markets, 
do not touch markets that ordinarily would not be available, but in 
fact supplant markets where dollar sales once held forth. 

They contend that the surplus commodities disposed of under title 
IIT have gone mainly to the north European countries where we nor- 
mally sell our agricultural commodities for dollars. They take the 
position that if it were not for the so-called barter program, more cash 
sales would have been made. 

It is quite probable that there are sincere and honest differences of 
opinion as to what should have been done under this program. I think 
it is well worthwhile, that these differences be brought to light. That 
is the purpose of the hearing. We are sincere in the desire to secure 
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all the facts on which to make a proper judgment, and, I might add, 
to evaluate the directive which is in the present law. 

Questions are raised on all sides, and I think that this is ample reason 
to be concerned about the barter technique in the disposal of our agri- 
cultural surplus commodities. As the witnesses know, the Depart- 
ment of Agriculture only recently made a ruling relating to barter. 
They announced very strict and stringent provisions, which revise the 
barter provisions considerably. 

I hope this committee hearing will come up with the answers we 
need to carry forth a sound program in the disposal of our farm sur- 
pluses while at the same time contributing to our domestic and inter- 
national policies. 

I wish to add orally to my prepared statement that many Members 
of Congress are truly concerned about barter techniques in utilizing 
our agricultural abundance. It has been a subject of discussion on the 
Senate floor, by everyone from the majority leaders on down to the 
most junior Member of the Senate. 

Therefore, the discussion of deliberation this morning is of critical 
importance, because I am sure that barter is going to be examined and 
reexamined carefully, not only by the Congress, but by the adminis- 
trative or executive agencies. 

The first witness we have will be Col. Justice M. Chambers. He 
appears for M. Golodetz & Co. May I suggest to you that there will 
be others of my colleagues coming in, and if any colleague misses some 
of the transcript we will give him a synopsis, so there is no break in 
continuity. 


STATEMENT OF JUSTICE M. CHAMBERS, WASHINGTON 
REPRESENTATIVE FOR M. GOLODETZ & CO. 


Mr. Cuampers. Mr. Chairman, my name is Justice M. Chambers, 
and I am the Washington representative for M. Golodetz & Co. of 
120 Wall Street, New York City. I am accompanied by Mr. Stanley 
S. Groggins of New York City, who has been in charge of our com- 
pany’s Government business for some 17 years. We appreciate the 
opportunity to present certain information and points of view to this 
committee in connection with its studies of the policies and operations 
under Public Law 480. 

Since 1940 our company has been supplying the United States Gov- 
ernment with ores and minerals, and in the field of manganese and 
chrome, we have been one of the largest suppliers to the strategic and 
critical stockpile, and we have participated in the barter program 
to a significant degree. 

We have attempted to organize our testimony so that the various 
components of the problem can be clearly outlined for the committee. 
This is not a simple matter, because inexorably certain of the prob- 
lems incident to title I operations become involved with those of title 
III. Similarly, it is important to recognize the role that each of the 
Federal agencies have carried out in the barter program. 

However, the bulk of our testimony will deal primarily with the 
problems we have faced under title III. These stem directly from the 
failure of the Secretary of Agriculture to carry out that section of 
Public Law 480 which authorizes barter transactions designed to pro- 
tect the assets of the Commodity Credit Corporation. 
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Now, Mr. Chairman, it should be clearly recognized that Public 
Law 480 was basically a program designed to help dispose of surplus 
agricultural commodities. There are many reasons why such a pro- 
gram was adopted, which are unnecessary for me to point out to this 
committee. 

The mere fact that it is costing slightly more than 10 percent of the 
value of these commodities to store them, should be enough to explain 
the desirability of the program. A storage bill of approximately $1 
million per day should be a cogent argument for any reasonable man. 
However, it may be equally important to find why Public Law 480 
has not been used affirmatively to acquire natural resources for the 
United States and thus help make us more self-sufficient in a constantly 
changing world. 

During these hearings the committee has repeatedly asked repre- 
sentatives of the executive branch as to why we have not utilized these 
agricultural stocks as a most valuable tool in the extension of our 
foreign policy. 

Certainly our ability to make and retain friends by putting food, 
which we have in such abundance, into the mouths of starving people 
of the world is a device which can only pay great returns to our coun- 
try. Equally important is the effect of the tragic lack of vision that 
has existed within the Department of Agriculture and the Office of 
Defense Mobilization, and even in the Council on Foreign Economic 
Practices, which has limited our ability to bring into our country 
ores, minerals, and materials of various kinds which we will ulti- 
mately need in our economy. These could have been bought with 
foreign currencies under title I or by bartering under title IIT. 

The facts are, of course, that this vision has not existed and the 
results have been meager. 

Obviously, under our system of government, concerns like our 
company are interested in participating in such programs because 
we hope to make a fair return on the utilization of our resources and 
commercial capabilities. 

Certainly the Congress intended that this be done, because it spe- 
cifically so directed in the legislation. More importantly, we be- 
lieve that this program is good for our country. It will give us 
resources which it cannot otherwise enjoy, and at the same time fur- 
nish markets, over and beyond normal industrial markets, to the na- 
tions of the free world. 

It is axiomatic that the barter-type transaction engenders the 
means of ultimately paying for the agricultural commodities. 

I am also certain that the Congress understands that the transac- 
tions authorized in title ITI are not barter in the sense that agricul- 
tural commodities are exchanged in a given country for materials. 
While it is true that Agriculture gives agricultural commodities and 
receives materials, every other step of the transaction is handled in 
precisely the same way that other sales are handled in the world of 
trade and commerce. The agricultural commodities are sold and the 
proceeds used to buy the materials delivered to Agriculture. 

If I may address myself for a brief moment to some questions con- 
cerning title I which are necessary to consider before we can clearly 
understand the problems in title IIT, I would like to refer to the 
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testimony given by the extremely able director of the Office of De- 
fense Mobilization on June 12, 1957. 

Mr. Gray made the point that the Office of Defense Mobilization was 
delegated the responsibility for determining the materials to be pro- 
cured for the supplemental stockpile under title I of Public Law 480 
from the foreign currencies generated by the disposal of agricultural 
commodities under the act. 

He also pointed out that it was the responsibility of the Secretary 
of Agriculture as to the channel of procurement for materials taken 
under title III, but stated that it was his understanding that the De- 
partment of Agriculture uses the listing made by the Office of De- 
fense Mobilization for use in title I as a guide for its barter operations 
under title IIT. 

The chairman has inquired of earlier witnesses why they have not 
used title I, and also helping the voluntary relief program. I think 
it is equally important why we haven’t used the authority under title 
III to build up the natural resources of the United States in fields 
which we never have kad or in which we are exhausted. And it seems 
that, all other considerations aside, the affirmative good that might 
come from the use of our surplus commodities should be weighed 
carefully in any decision that should be made and technical argu- 
ments as to whether on occasion—and we don’t even admit this, Mr. 
Chairman—that cash sales have been displaced by barter sales should 
not stand in the way of that very valuable objective. 

I must address myself in so little detail to the problems that exist and 
its entire relationship as the Government departments. We believe 
that the Secretary and the Department of Agriculture has not moved 
as far as it should under title III. We feel that perhaps part of the 
responsibility lies within the Office of Defense Mobilization. 

Senator Humrnrey. That is a decision made by ODM? 

Mr. Cuampers. That is correct. 

Now, Mr. Chairman, this sounds very fine, but I think we all here 
recognize that the complete list of strategic and critical materials is a 
very restricted one of some 74 commodities designed to meet the re- 
quirements of a war of a certain duration. Over the years the stock- 
pile objectives have been reviewed and established. The list furnished 
Agriculture is a very small part of the list of 74 items. 

It excludes those items where the Office of Defense Mobilization 
feels we have enough in the stockpile, or in the supplemental stockpile, 
or for any other reason they forward at the time. It is not for one 
moment conceded that this restricted list of selected items referred to 
in title I by its correct designation “of Strategic and Critical Mate- 
rials” was intended to be the same as the “strategic materials or other” 
as set out in title IIT. 

Senator Humpnurey. Is the Department of Agriculture representa- 
tive here this morning? I want him to pay particular attention to 
this discussion this morning. I might say to the balance of the wit- 
nesses that I have asked the Department to come in and testify after 
the proponents of barter and the advocates of the business have been 
here. I feel that the Department ought to hear the comments of the 
people in the trade. I want to watch these arguments very carefully, 
and see if we can get some answers, not necessarily as we go along, but 
a few dayslater. Excuse me for interrupting. 
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Mr. Cuampers. That is perfectly all right. As to what is meant by 
“strategic materials”, I am certain, if the committee would inquire 
specifically of the Office of Defense Mobilization, that they would be 
informed that there is in existence a list of several hundred strategic 
materials that was prepared by the Defense Production Administra- 
tion as a guide for many of its defense programs. It would seem that 
any of the items on that list of strategic materials that meets the 
criteria in the law of being “strategic materials entailing less risk or 
loss through deterioration or substantially less storage charges” could 
and should be taken. 

Senator Humerurey. That is the language that you feel is controlling 
so far as acquisition on the part of the Department of Agriculture is 
concerned through barter arrangements ¢ 

Mr. Cuampers. That is correct, that the list that ODM gets is a 
restricted portion of the strategic and critical stockpiling. If I may 
digress just a second. When the extension to Public Law 480 was 
asked to be enacted, whether they were not being restricted, you asked 
Mr. Butz, and Mr. Butz testified as I recall that the list of materials 
given them by ODM for the supplemental stockpile, were broader, and 
gave them more flexibility. That appears on page 13 of the hearings. 

Senator Humpurey. Yes, I remember. 

Mr. Cuamepers. Mr. Butz is probably one of the most able men I 
know, and I certainly am sure that he did not intend to mislead the 
committee. It does not give them for flexibility. That list in quantity, 
perhaps, does. But it is a very small portion of the total strategic 
and critical stockpile list. There are 74 items, and if you will check 
against the existing instructions, the objectives that Agriculture has— 
and these are all a matter of record—you will find that only about 20 
or 25 are given them by ODM, as a part of their procurement 
objectives. 

So it is clear that as to the items involved, there are less items on the 

rocurement list than on the list of strategic and critical materials. 
QGuantit wise, Mr. Butz was correct. ODM does give them more in 
materials of quantity than they would have for the strategic list, but 
specifically, for instance, we have discussed items which are on the 
list of strategic and critical materials, but ODM thinks we have enough 
of them, so they do not give them to Agriculture as a procurement 
objective. 

Senator Humpurey. What you are saying is that there are really 2 
lists. One list that is the theoretical list. This is the list bartvoe Ae 
that you could utilize, but then there is another list, that is the actual 
wanting list, buying or purchase list, is that right ? 

Mr. Cuampers. That is correct. ODM has it. It is published from 
time to time, the current list of strategie and critical list for stock- 
piling purposes. Bear in mind that in the past that has been a dollar 
procurement program. From that they extract certain items where 
they do.not believe they have enough on hand, but remember that this 
list of strategic and critical materials is to bridge the gap for a war of 
a specified length. So that ODM, if they feel that they have enough 
for their purpose, will not give Agriculture authority to take a partiec- 
ular commodity over there. 

I think that ODM probably has given certain of their commodi- 
ties more leeway for the supplemental stockpile. 
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Senator Humpurey. Yes. 

Mr. Cuameers. Certainly it seems obvious that the Office of De- 
fense Mobilization has not endeavored, as suggested by the chairman, 
to encourage the Secretary of Agriculture to build up our natural re- 
sources through the barter program in title ITI. Furthermore, I think 
the committee should inquire diligently as to how much in the way 
of strategic and critical materials have been acquired under title I 
and why more has not been taken. While, Mr. Gray outlined an 
elaborate method whereby they established their objectives for agricul- 
ture, possibly because of his newness to his office, he is unaware of 
the fact that practically no strategic and critical materials have been 
acquired under the title I program. 

This is true, even though some $3 billion worth of agricultural 
commodities have been disposed of under that program. Mr. Butz 
testified on that. 

Senator Humpurey. We are going to ask the Department to ex- 
plain that. We give them forewarning in a friendly manner. I 
didn’t mean to be quite so blunt. 

Mr. Cuameers. Perhaps the most recent testimony on this point 
was given by Assistant Secretary Earl Butz before this committee when 
the modifications to Public Law 480 were being considered. At that 
time he testified that only four-tenths of 1 percent of our title I pro- 
gram had gone for strategic and critical materials. This is an infinites- 
imal part of what could have been done had there been a desire on 
the part of the Office of Defense Mobilization to carry out its legal 
resronsibilities in developing the resources of our country. 

Now, Mr. Chairman, as you know the Office of Defense Mobilization 
is, in part, the successor agency to the National Resources Board, which 
was one of the main concepts In the enactment of the so-called Unifica- 
tion Act of 1947. In a broad sense it was the responsibility of the 
National Security Resources Board to, in peacetime, plan for and 
provide the mobilization base for our country and, of course, to achieve 
the coordination of military, industrial and civilian mobilization in 
time of war. 

In section 103 of the National Security Act the Board was required, 
among other things, to— 
advise the President on the relationship between potential suppliers of, and 
potential requirements for, manpower, resources, and productive facilities: in 
time of war; and provide policies for establishing adequate reserves of strategic 
and critical materials and for the conservation of these reserves. 

Now, when the Office of Defense Mobilization was organized it in- 
herited a specific law in the Strategic and Critical Stockpiling Act 
(Public Law 520, 79th Cong.). I feel that they looked upon the barter 
program as something that might infringe on their responsibilities 
under that law. They overlooked the opportunity of utilizing our 
surplus food resources as a means of filling deficiencies in our resources, 
of strategic materials, that exist, not only for wartime requirements, 
but either today do, or ultimately will exist in our national economy. 

Now, Mr. Chairman, it was common knowledge when the author- 
ities of Public Law 480 were first being implemented that the Inter- 
departmental Committee working on these matters discussed in con- 
siderable detail the inclusion of strategic and critical materials in the 
various title I agreements. 
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At that time there were many rumors that, while the representa- 
tives of Agricultvre were pushing for the inclusion of a substantial 
amount of strategic and critical materials to be procured with the 
foreign currencies, the attitude of the Office of Defense Mobilization 
was completely negative. In fact, they were reported to be resisting 
the idea of having anything done which might interfere with their 
responsibility for administering the Strategic Stockpiling Act. 

Senator Humrurey. This is one of the problems around this town. 
Everybody wants their own agency to be operated without any inter- 
ference. I say this most kindly and respectfully, that everybody 
likes to deal in dollars; it is so much simpler than to deal with these 
other currencies. 

Mr. Cuampers. I will discuss that very briefly in just a moment. 
When one endeavors to prove attitudes and points of view it becomes 
most difficult. It is suggested that the files of the Office of Defense 
Mobilization might reflect some of their thinking on this point. In 
fact, there was a rumor that a memorandum to the Director was pre- 

ared in the fall of 1954 which stated that within the Materials 
ivision of the Office of Defense Mobilization there was considerable 
concern about the effect of both title I and title III on their program. 

Now, I do not intend to impugn the present attitude of the Office of 
Defense Mobilization by innuendo or suggestion as to what might 
have been the attitude of certain people in 1954. I do, however, sug- 
gest that these attitudes are a matter of record. The Department of 
Agriculture should be requested to indicate from the minutes of the 
meetings of the Interdepartmental Committee which it chaired as to 
the degree to which the Offize of Defense Mobilization encouraged, or 
discouraged, the acquisition of strategic and critical materials. 
Furthermore, I believe that the committee should endeavor to find 
from Office of Defense Mobilization what has been the thinking of 
their staff on the barter program. 

Senator Humpurey. At that point, since we asked the gentleman 
from the Department of Agriculture to be here, I want him to note 
that we will comply with your suggestion here, namely, to request that 
the minutes of the meeting of the Interdepartmental Committee be 
brought to our attention for at least an executive study, if not a public 
discussion. 

Mr. Francis A. Woopitine (Commodity Stabilization Service). 
Yes. 

Senator Humpnurey. So that we can look into this matter of the 
discussions relating to barter under title I. 

Mr. Cuampers. The reason I believe this important, Mr. Chairman, 
lies in the fact that Office of Defense Mobilization has in its so-called 
list of objectives for acquisition by the Commodity Credit Corporation 
given them only a small portion of their total list of 74 strategic and 
critical stockpile items. 

For title III operations this is entirely too restricted. Further- 
more, they have constantly tightened up on the items that are on thet 
list. While they will in all probability try to justify this with their 
usual thoroughness the results have been disastrous to the barter 
program. 

If there was an attitude of fear within the Office of Defense Mobili- 
zation that Publie Law 480 might endanger the operations of their 
Stockpiling Act, it would explain in part why we have taken practi- 
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cally no strategic and critical materials under our title I and it answers 
the question of the chairman as to why the Office of Defense Mobiliza- 
iton has not encouraged the Secretary of Agriculture to take more stra- 
tegic materials under the barter program. 

Senator Humenrey. That is the point Mr. Butz mentioned, is that 
right ? 

Mr. Campers. Yes; that is correct. Now, in final reference to 
Office of Defense Mobilization’s statement, I would like to discuss 
paragraphs D and E in their criteria for establishing procurement 
objectives. First of all Mr. Gray, in his prepared statement, pointed 
out that paragraph D at their criteria is “the acquisition of all our 
material in the highest grade and most. usable form in order to avoid 
either costly upgrading of obsolescence.’ 

Mr. Chairman, there are many ores which cannot be used for their 
primary purpose unless upgraded or processed into a ferroalloy 
(metal) form. One of the real benefits to our country from the barter 
program resulted from the decision to permit ferroalloys to be taken 
in lieu of ores. There were many reasons why this was good, since 
the barter program was primarily for the disposal of agricultural 
commodities. We were also stockpiling power and manpower which 
would be required to process the ores under wartime conditions. 

Furthermore, Agriculture made a decision that foreign ores could 
be processed in this country, using American facilities, and the ferro- 
alloys could be delivered to Agriculture. At this time our domestic 
ferroalloy industry was operating at less than 60 percent of its ca- 
pacity and plans were underway to give it aid. As a result of the 
barter program, the industry is now operating at approximately 90 
percent of an expanded capacity. Thousands of Americans have been 
given employment. 

The industry has been expanded, at least in part, in proportion to 
the requirements of our growing steel industry, and this has been done 
without the benefit of tax amortizations or fast tax writeoffs. Of 
course, the tax structure of our country has been improved by this 
healthy economic position. While Office of Defense Mobilization orig- 
inally acquiesced in this program and claims it is a part of their eri- 
teria in establishing objectives, it is a fact that they have removed 
the ferrochromes from the barter program, whether from foreign or 
domestic sources. 

Now, I suspect that this committee will hear in detail from repre- 
sentatives of the ferrochrome industry, but our experienc e may be of 
interest. I am going to go over this quickly. But, as to ferrochrome 
and the alloys, the decision was made that would bring in foreign ores, 
and process them through the American plants; there was a constant 
battle to keep them on the program; therefore, I would like to submit 
copies of correspendence between myself and the director of ODM, 
marked “A” and “B.” 

Senator Humpnrey. They will be incorporated in the record at this 
point of your statement. 

(The documents referred to are as follows:) 

Avecust 21, 1956. 
Dr. ARTHUR S. F'LEMMING, 


Director, Office of Defense Mobilization, 
Executive Office of the President, Washington, D.C. 


Dear ARTHUR: At High Point, you and I discussed briefly the barter program 
in relation to ferrochrome. I have now been officially notified by the Department 


: 
: 
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of Agriculture that they no longer have an objective, even for the supplemental 
stockpile, covering ferrochrome and ferrochrome silicide. They do, however, 
have a substantial objective for chrome ore. Since it is the Office of Defense 
Mobilization that establishes these objectives, I feel it important that the matter 
be called to your attention. This is in furtherance of our past discussions con- 
cerning the desirability of making the maximum utilization of our surplus agri- 
cultural stocks to bring needed materials into this country. The removal of the 
ferrochromes from the program will sharply reduce the scope of the program. 

Unlike some of our ores, chrome ore can be used to only a limited degree in the 
production of steel. It must be put into the form of ferrochrome. Initially, Agri- 
culture was taking only chrome ores under the barter program. Some 17 months 
ago it was agreed that the objective for chrome ore could be met through the 
taking of ferrochrome, and subsequently that decision was modified still further 
to take low-carbon, ferrochrome silicide. 

At the time these decisions were made, the ferrochrome industry was operating 
at approximately 67 percent of its productive capacity, with a resulting decrease 
in employment and benefit to our economic structure. Under the impact of the 
barter program, the ferroalloy industry is today operating at practically 100 per- 
cent capacity. 

The ferroalloy industry in substantial part, through the barter program, has 
been able to modernize some of its existing equipment and in some cases to con- 
struct new plants. The long-lead-time contracts with Agriculture have permitted 
the financing of this program and have permitted the industry to match, in part, 
the increase in productive capacity of the steel industry. 

In the face of these benefits to our mobilization base, general economy, as well 
as the disposal program, it is hard to understand why the objective for ferro- 
chrome should have been removed. 

You, perhaps more than any other person in Government, recognize that when 
we stockpile a processed product we are stockpiling not only the ferrochromes but 
the power and manpower needed for processing. These resources may well not 
be available to us in the event we should come under atomic attack. Why the 
ODM has come to this decision is beyond the understanding of those of us who 
have worked with the barter program. Yet the fact is that this has been done. It 
is possible that the decision of your organization was based on advice that the 
barter program has raised the price to the steel industry of ferroalloys. This, in 
part, may be correct. However, it is submitted that this would be a most short- 
sighted reason for making such a decision. Another reason might well be that 
your staff believes that we are approaching their estimates as to the amount of 
ferrochrome that we should have in the stockpile, and they would like to have 
ores in the stockpile to provide a backlog for lulls in the ferroalloy industry. 
In other words, disregarding the possible attrition to existing stocks of either 
ores or ferrochrome, they would like to maintain the capability of supporting the 
ferroalloy industry through an improvement program of existing ores if the de- 
mands on the industry slacked off. 

Whatever the reasons are, I feel strongly that the decision should be reviewed 
at such a level as to properly equate all the factors involved. It, accordingly, is 
recommended that a high-level conference be arranged to which should be invited 
the heads of the ferroalloy companies that have been participating in this pro- 
gram, representatives of the importers of ore who are best in position to advise 
as to the worldwide market situation for ore, and appropriate Government 
officials. 

If your schedule permits, you should chair the discussion. It would be an 
extremely healthy thing, because the pattern of discussion would certainly point 
up many of the facets of the barter program and the difficulties with which it has 
been faced. . 

Sincerely yours, J. M. CHAMBERS & ASSOCIATES, 
J. M. CHAMBERS. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., Mareh 12, 1957. 
Mr. JoseEPpH M. CHAMBERS, 
J. M. Chambers & Associates, 
Washington, D. C. 


Dear Joe: This is in further reference to our discussions with you as a result 
of your letter of August 21 concerning barter for ferrochrome. I have had this. 
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question thoroughly explored with the agencies concerned, and would like to 
explain, within the limits of unclassified information, our present position. 

The points you have raised concerning the form in which chrome ore is used 
by industry and the desirability of utilizing existing ferroalloy capacity and 
helping modernize this capacity coincide with our views. In fact, such considera- 
tions were involved in our authorization to barter for ferrochrome. As you 
suggest, we are well aware of the advantages of stockpiling processed materials 
such as ferroalloys. The strategic stockpile program, however, must be directly 
related to filling defense needs. To meet the problem of acquisitions beyond the 
strategic stockpile, the Congress provided that stockpile materials acquired by 
barter could be placed in the supplemental stockpile. 

Our stockpile position on chrome ore and ferrochrome is satisfactory. The 
quota authorized for the supplemental stockpile has been filled in the form of 
ferrochrome by inventories or outstanding orders. The minimum strategic 
stockpile objective has been exceeded. The remaining quantities to fill the long- 
term objective are limited by established policies and budgetary considerations. 
These policies include provision for continued purchases from domestic producers 
in order to maintain the domestic mobilization base. Since ferrochrome is con- 
siderably more expensive than chrome ore, additional acquisitions of ferrochrome 
would require use of stockpile funds currently scheduled for more essential pur- 
chases. By Presidential directive, processing or upgrading stockpile materials 
toward long-term objectives generally is to be undertaken in times of reduced 
economic activity or otherwise to alleviate distressed conditions. 

We believe that acquisition of ferrochrome in excess of present commitments 
could not be justified for the strategic stockpile because such additional quan- 
tities, according to present estimates, would make it unnecessary in time of 
emergency to utilize a part of the existing ferrochrome industry. Furthermore, 
there is the danger that changing technology will curtail needs for ferrochrome 
and thus require costly reprocessing. 

An additional important consideration is the fact that the Commodity Credit 
Corporation policy now precludes barter for a material if more than 50 percent 
of its cost is to pay for processing in the United States. This policy would prob- 
ably exclude domestic processors and only permit foreign processors to barter 
for ferrochrome. 

I hope that this information will be heplful to you in explaining our present 


position on further stockpiling of ferrochrome. Thank you for calling my atten- 
tion to this matter. 


Sincerely yours, 
ARTHUR S. FLEMMING, Director. 


Mr. Campers. That is correct, I would like that. I had several dis- 
cussions with the end Director of ODM on this subject, and it seemed 
clear that he believed that we should be making a maximum utiliza- 
tion, under title III authority. It seems down the line on the staff 
level they did raise technical arguments, 

Acting on instructions from my company and following certain 
preliminary discussions with the Director of the Office of Defense 
Mobilization, on August 21, 1956, I addressed a letter to him on this 
subject. 

Subsequently, I had several conversations with him during which 
he discussed with me a memorandum prepared by his staff in reply to 
my lettér. On March 12, 1957, I received a reply from his Office pur- 
porting to answer the questions that I raised. At this time, Mr. Chair- 
man, I would like to submit for the record a copy of my letter to Dr. 
Flemming dated August 21, 1956, and his reply to me dated March 12, 
1957 (exhibits A and B, respectively). 

An examination of his reply will demonstrate one of the problems 
with which we are faced. I was raising the point as to the taking of 
additional ferrochromes under the protection of asset program in title 
III of Public Law 480. The arguments that were advanced in his 
letter, which I am sure was prepared by his staff, were directed pri- 
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marily to the problems peculiar to the strategic and critical stockpile 
program. ss ; ; 

They simply will not consider or discuss positions which might 
advance those Public Law 480 programs. It should also be noticed in 
their reply that they make reference to the fact that an existing policy 
within the Commodity Credit Corporation now precludes barter for 
material if more than 50 percent of the cost of the material is to pay 
for processing in the United States. By their inclusion of this par- 
ticular paragraph it would seem to indicate that they are in accord 
with that policy. Yet that position is clearly inconsistent with their 
stated criteria set out in paragraph E, which indicates they would not 
build up foreign production to compete with domestic industry. 

In Shae words, Mr. Chairman, the Office of Defense Mobilization 
has painted a beautiful picture of their guidelines to Agriculture. Yet 
these guidelines are not being used by Agriculture for the program for 
which designed, namely, title I, but are being used in a program in 
which they should not be used, namely, title III. Furthermore, while 
Office of Defense Mobilization says that they are taking metals in lieu 
of ore, their objectives no longer permit ferrochromes to be taken and 
they indicate that they agree with the agricultural policy which forces 
a trend toward foreign suppliers. 

Now, these are all men of good will, Mr. Chairman, and we are not 
saying that they have any ulterior purpose in their operations, but 
I do submit that their original decisions stemmed from a fear that 
Public Law 480 might hurt their strategic and critical stockpiling 
program. 

Once that pattern was established they have used every device pos- 
sible to slow up the barter program. There is no secret to the fact 
that the operating people in the Barter Division of Agriculture, as 
distinct from those on the policy level, have urged more leeway on cer- 
tain types of materials. Office of Defense Mobilization refused to con- 
cur in these recommendations in many specific areas. 

It is also common knowledge that there have been strong differences 
within the Department of Agriculture between those who are actually 
making barter transactions and those who are interested in cther dis- 
posal programs. It is here, Mr. Chairman, that we move into the 
heart of the problem where Agriculture is concerned. The Office of 
Defense. Mobilization is quite correct in saying that they have no 
responsibility for the title ITI program and that the Secretary of 
Agriculture has authority to take “strategic and other materials” 
under the title III program. 

It should be recognized that, even though before Public Law 480 
the law provided for barter, but the basic philosophy in Agriculture 
was never to barter for anything unless there was an immediate resale 
for such materials to another Federal department. 

Even after the enactment of Public Law 480 which emphatically 
restated the intent of Congress on barter, this philosophy continued. 
Mr. Rawlings, in his testimony on the 12th of June, made reference to 
the fact that there have been some few barter transactions other than 
for the supplemental stockpiles but none for their own account. Re- 
member, that is where this list for strategic materials governs. 

By way of example, they may have acquired some materials for the 
Atomic Energy Commission through the barter program for which 











300 POLICIES AND OPERATIONS 


they would have been immediately reimbursed by the AEC. Simi- 
larly, they have made certain barters leading to the construction of 
military housing abroad for which they will be reimbursed, directly 
or indirectly, from military appropriations. So while their basic 
philosophy has been modified to the degree that the Barter Division 
was permitted to barter for materials for the supplemental stockpile 
they still are assured of ultimate repayment. 

They have never carried out the law to barter for the protection of 
their assets. Rather, they have blindly adhered to the protection of 
the cash position or borrowing authority of the Commodity Credit 
Corporation, and this is the main basis of the problem within Agri- 
culture. All other arguments are designed to further this position. 
They would rather hold their grain and protect their cash position 
than to exchange their grain for strategic material for their own 
account even though by so doing they would save tremendous sums 
in storage and acquire materials which our country actually needs. 

Parenthetically, Mr. Chairman, I have always believed that if 
the borrowing authority of the CCC was adversely affected by the 
title III program, that the Congress would probably clear their books 
for them in the same way they do under the title I program. 

However, to protect the basic position mentioned above, many 
arguments have been advanced. One frequently heard is that barter 
sales are displacing cash sales, and that barters should not be made 
unless it can be proven that they are in addition to cash sales. 

This argument has been advanced by the opponents of barter in 
Agriculture. On many occasions I personally, and others, have 
asked the Department of Agriculture to prove it. This they have 
never been able to do. 

In their recent press release, dated May 28, 1957, Mr. Chairman, 
by which they have in effect killed the barter program, they say that— 
one of the principal factors leading to the suspension at the end of April of new 


barter transactions was the possibility that some of the barter contracts was 
simply replacing dollar sales. 


They also say they made a detailed study which led to their revised 
lan. 
I would earnestly urge, Mr. Chairman, that the Department of 
Agriculture be asked to produce this particular study and let objective 
people analyze it to see if they have proven their case. 

Senator Humpurey. You are referring to this recent study that 
T have read about, or heard about ? 

Mr. Cuampers. That is correct, sir. 

Senator Humpnrey. I think we will ask now the Department to 
again afford us an opportunity to discuss this with its representatives 
here. We want to look it over. 

Mr. Wooptine. Yes, sir. 

Mr. Cuampers. May I say parenthetically 





Senator Arken. I would say that we ought to make public as much 
as we can of this discussion. 

Senator Humpnrey. This is all public here, but when we get the 
departmental documents we will first look them over to see that we 
are not in any way infringing unon classification rights, and then 
after that we will make them public. 
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Senator Arken. I would say any reply of the Department or any- 
one who disagrees with the witnesses, should, so far as it does not 
involve classified information, be made public, along with the testi- 
mony. 

Senator Humennrey. Right. 


Mr. Cuampers. Now, Mr. Chairman, if you ask for that study, may 
I make a further suggestion? We have made some inquiry, actually, 
of course, we were very much interested in the arguments pro and con 
on this subject. And if they do submit a study to you, at the risk per- 
haps of being a little presumptuous, may I suggest that you inquire 
as to when that study was actually completed and what not? 

Senator Humpnrey. We received, as I recall, a confidential reply 
about this, Mr. Chambers. We had discussed this subject some time 
before. And we will go into the whole detail of it as to when the study 
was started, what inspired it, when it was completed, and what its 
effects are. That will all be gone into. 

Mr. Cuameers. I believe it would be helpful if you will ask them 
to furnish a record of it. Furthermore, the record of their cash sales 
by commodity and destination for the three months preceding the sus- 
pension and the record since that time should be compared. 

We have a good basis of knowing how much of their grain is going 
actually abroad, and now is here. 

In our business we know that since the barter program started there 
has been a tremendous increase in commodities being moved abroad. 
Furthermore, we think it quite possible that the nature of barter trans- 
actions which permit commodity handlers to offer a discount abroad 
may well have resulted in them combining barter transactions with 
straight dollar sales. Instead of hurting the cash sales program, the 
barter program may well have enhanced the dollar sales. We cannot, 
however, prove our point in this matter, nor is it possible, in our opin- 
ion for Agriculture to prove their position. 

Yet apparently, and I quote, Mr. Chairman, “because of the pos- 
sibility that some of the barter contracts were simply replacing dollar 
sales” they have emasculated a program, directed by the Congress, 
which has been and should be of great benefit to our ee BY 

I do not wish to belabor the current situation concerning barter, Mr. 
Chairman. Iam certain that you are well aware that the program has 
for all practical purposes, been killed. Or at least under present direc- 
tives we have been unable, and I suspect our competitors have been 
unable, to work barter transactions because of the restrictions now in 
the program. My remarks are addressed to the fundamentals and are 
directed to the fact that under past procedures much more could have 
been done. 

Over the years we have offered many strategic materials, some of 
them on the strategic and critical list, at prices well below market and 
under terms and conditions that would have been satisfactory to Agri- 
culture. Yet they would not take them because they are not on the 
list that the Office of Defense Mobilization had given them. Always 
remember that the list the Office of Defense Mobilization had given 
them was for title I operations. Agriculture, at the policy level, 
made the decision that this limited list should be applied to the title 
ITI program. 

T would like to submit for the confidential records of the committee, 
because they include terms and conditions of our offers here, and they 
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are confidential from a business standpoint. I would like to submit 
an exhibit marked “C” on the subject of ruthenium, and another one 
marked “D” on the subject of platinum. 

Senator Humpnrey. They will be included in the record, by refer- 
ence, and will be preserved in our files on the basis of your statement. 

(The documents referred to are in the files of the committee.) 

Mr. Cuampers. We offered 25,000 ounces of platinum at a price 
well below the market. It would have been something, I believe, 
perhaps, the size of that office desk in back of you. It was estimated 
it would cost about $125 a year to store it. 

Senator Arken. Why would you offer it below market price? 

Mr. Cuamprrs. Actually, there were two reasons on that, Senator 
Aiken. As I understand our company had an opportunity, due to 
some other operations in which ed were engaged to get a most 
favorable buying position on platinum. Second, because of the very 
nature of the barter program. In the past we have not been required 
to pay interest on the use of the grains until the material was actually 
delivered. 

We have always been required by Agriculture to submit albino 
commodity prices. I think it is true, we ‘have never quoted anything 
other than at below market. 


STATEMENT OF STANLEY S. GROGGINS, GOVERNMENT BUSINESS 
MANAGER, M. GOLODETZ & CO., NEW YORK, N. Y. 


Mr. Grocers. In all of the various barter transactions which we 
have had every time we have sold a commodity for which we have 
taken an agricultural commodity in payment, we sold under the exist- 
ing or public prices. 

‘Senator ArkeNn. So that the market price is where you made your 
profit ? 

Mr. Grocers. On the use of the money. 

Senator Arken. On the use of the money. You would take posses- 
sion of the commodity. 

Mr. Grocerns. Yes. 

Senator Arken. And dispose of that and have the use of the money 
before the time came to deliver the commodity for which you had 
bartered, is that it? 

Mr. Cuameers. That is substantially correct, sir. And this has been 
a matter 

Senator Arken. For how long a time would you have the use of 
the money ? 

Mr. Cuamouers. It depends on the commodity. On precious metals 
the time is very short. 

Senator ArkEN. Supposing you lost the money, then what would 
— Q 


r. CHampers. On one occasion, I think that you will find we 


did lose it. If you will hear from the other contractors, you will find 
this problem to be true. I noticed an article yesterday, T believe it 
was in the Wall Street Journal, they raised the question of windfall 
profits coming to contractors as the result of these commodities. And 
Senator Aiken, this is something 
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Senator ArkeN. I am trying vo learn. I have never studied this 
barter arrangement as much as I have the other phases of the dis- 
posal program. 

Mr. Grocerns. May I interpolate? I can give you a typical trans- 
action so that you can follow it, and see what it is from the point of 
view of a company like our own which does these barters. We will 
sell manganese or ferrochrome for a deliver in period of 24 months. 
We will then be required to lift the agricultural commodity. It 
may take as long as 6 months to dispose of it. Therefore, we will 
have the use of the funds for the balance of that period or 18 months. 
We will have its free use for one-half of that time, because in the 
24 months we will be making periodic and regular deliveries of the 
strategic material we have sold. 

So, therefore, on a specific contract we will be able to have the free 
use of the money for 9 months, and if we are very good in our credit 
and backing and purchases, we will probably get about 3, and 314 
percent for that money. That is what we have. As against which 
we have given them a discount on the strategic material we sold. We 
have paid for the expenses of disposing of the agricultural com- 
modity. We have paid for the use of the letter of credit which our 
banks required to put up to guarantee the performance of the con- 
tract, and if we end up with between 1 and 114 percent profit, we 
think we have done pretty well. That is the windfall that I have 
heard some of the people say is involved in favor of the person who 
makes the contract. 

Senator ArkeN. You carry a performance bond ? 

Mr. Grocerns. Yes. 

Senator Arxen. To assure the Government against loss ? 

Mr. Grocerns. Yes. And we have to pay a penalty of 214 percent 
in default. 

Senator ArkEeN. You sell the surplus commodity for dollars? 

Mr. Grocarns. We sell for a currency which we can convert into 
dollars. 

Senator A1rken. You sell it for convertible currency ? 

Mr. Grocerns. That is right. 

Senator Arken. Of whatever it might be? 

Mr. Cuampers. That isright. I was trying to give you the example 
of the platinum. Very small quantities would have been at a value 
of $214 million, yet we have disposed of that much in the way of 
surplus agricultural commodities, and were able to save $250,000 a 
year in rent. I believe your industrial diamonds are perhaps a more 
outstanding example, but we think platinum is a good one, too. 
Ruthenium is the same. There are many examples where it can be 
used. 

Senator Humpnrey. You say you offered such a deal ? 

Mr. Cuampers. That is in the material that I have here. Actually, 
on the platinum that was not offered. I have the letter in the record 
where we discussed the matter with Agriculture. We knew plati- 
num was not on the list given them by ODM. I went down, and we 
were prepared to make a firm offer if they could consider it. In my 
presence they called ODM, discussed it with them, and were told that 
they could not. ODM takes the position that they have all of the plati- 
num they need, and maybe a little more, in the strategic stockpile. 
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Senator Humpurey. Does not Agriculture take the position, “We 
have all of the wheat we need, and maybe more.” 

Mr. Cuampers. I suspect there might be some down there that have 
reason to believe that. But the fact is that this platinum is more 
precious than gold. 

Senator Humrurey. We do not even own all of the gold, I find out. 
That was the biggest disappointment in the last week. 

Mr. Cuampers. I think that was even a surprise to Senator Byrd. 

Senator Arxen. Of course, there is this phase of the deal, if the 
ODM does not take the material, either platinum or diamonds, what- 
ever it happens to be, that is not an agricultural loss. Farmers as a 
rule do not use platinum. Not many that I know of do, anyway. 

Mr. Grogerns. They can use credit for the platinum. 

Senator Humpnurry. I think that is the whole problem. One of the 
problems, at least, is that the Department just does not want to have 
to pay out, nor to have anything in its possession that does not relate 
directly to its activities. 

Senator Arken. They don’t want to show another $200 million loss. 

Senator Humpurey. Not on platinum. They show it on wheat. 
This is really true. When you get all through, the loss is one way or 
another. 

Mr. Cuampers. One other added loss is paying very expensive stor- 
age prices on the wheat. In this particular case, it would be $250,000 
a year, contrasted to $125 a year for rent. 

Senator Arken. That is true. We have a problem with the boys 
who come in looking for storage of Government commodities. They 
say, “You are going to ruin us.’ 

Mr. Cuamners. I recently had an occasion to visit part of our re- 
serve fleet down the James River, and it seems to me like there is a 
considerable amount of storage space in the fleet down there that is 
being used at the moment. I suspect these same people who own stor- 
age spaces would be critical of that. 

This problem is not a simple one. But actually, when you get down 
to the basic question, it is one we are discussing here. Agriculture, the 
CCC does not want to freeze their assets as they look at it. 

Senator Arken. That is right. 

Mr. Cuampers. But they do not want to freeze them. I have always 
had the belief that as long as we are going to have a price-support 
program, we should have an orderly method of disposing of these, over 
and beyond what we can do for cash sales. I think this barter pro- 
gram does that. 

Senator Arxen. I have heard, although not informed officially, the 
Department of Agriculture might have to come before Congress in 
July to ask for one or two billion dollars more borrowing authority 
for the CCC. I know they do not like to do it. That is why they do 
not like to tie the money up. I would assume that is why. I want 
you to understand I have not heard the whole story yet. Iam listening 
to yours. 

Mr. Crrampers. I am, also, sure that you will find that the money is 
also tied up in the form of wheat or other surpluses. And in addtion 
to that, we are paying rather exorbitant taxes. A million dollars a day 
is pretty substantial amount for storage. 

Senator Arken. A lot of money. 
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Mr. Cuameerrs. I want to make it perfectly clear that the decisions 
are made at the policy level, not at the bartering division level. The 
bartering division is trying to operate as fully as they can under the 
policy established before them. 

Before proceeding further may I at this time clear up one part of 
the record. Earlier in the hearings the chairman asked whether or 
not there had been any offers received for the barter of materials coming 
from Poland. At that time representatives of the Department of 
Agriculture said that to their knowledge no firm offers had been 
~eceived. 

Now, Mr. Chairman, I would like to submit for the records of the 
committee copies of five telegrams sent to the Department of Agri- 
culture making a firm offer of Polish zinc. The Department of Agri- 
culture witness testified to his knowledge there had not been. There- 
fore, I would like to submit for the record at this time, again for the 
confidential record, because I assume of conditions being in it, a series 
of telegrams making firm offers to the Department of Agriculture 
for that. Those were made, not only made in the form of offers, but 
before the offers were put in it was discussed with both the barter 
division people and the Foreign Agriculture Service people. 

The individuals who were here that day did not know of these 
transactions, but it was well known within Agriculture. The offers 
were firm. Parenthetically, while we have made the decisions that 
Poland is a free country, or not Communist dominated, so we can go 
head with the title I program with Poland, and certain other agree- 
ments. They are still struggling with the question whether title I1I— 
that it is a free country for that purpose. It would reduce itself to 
an absurdity, because the same restrictions that exist in 480 apply to 
titles I and III. I thought that would clear up that one point in the 
record. The telegrams will be found in the files of the committee. 

Senator Arken. Do you think there are possibilities of barter with 
Poland, provided that the Congress changes the law? 

Mr. Campers. There is no question. 

Senator Arken. You do not hoid that we can barter with Poland 
at the present time? 

Mr. Cuampers. The Department of Agriculture or the powers that 
be in our Government apparently made the decision that Poland, as 
distinct from other satellite countries, is no longer Communist domi- 
nated, and for title I operations they were in a position to complete 
some of the transactions. The limiting factor, as I understand it at 
the moment, is that they do not have $30 million, that is, that authoriza- 
tion. So they are waiting for the enactment of the amendment to 
Public Law 480 in order to complete that phase of the transaction. 
To answer your question specifically, yes, I believe that if they can do 
this with title I they can do it for title III because the prohibition 
against dealing with Communist-dominated countries is general lan- 
guage in 480, which applies both to title I and title II] programs. 

Senator Arkxen. I think the limiting factor now is the House of 
Representatives, unless they come to some decision in the matter. As 
you know, they are voting today on a provision on banning any trade 
whatever with Poland. 

Senator Humpnrey. I do not believe you were here at that time. 
The point that I was concerned about was whether we had any firm 
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offers from Poland, or had made any offers. Poland has a large amount 
of cement, for example, which is perhaps one export that they have 
in some abundance. And, apparently, we in the United States have a 
need for some cement. Only a few months ago in my State, they were 
in dire distress because the State had no cement for the highway pro- 
grams. Finally they contacted some cement companies where they 
scrounged some up. 

Senator Arken. Poland is handicapped by having very few articles 
that they can trade, however. 

Senator Humenrey. That is right. 

Mr. Cuampers. That is right. Because these telegrams contain the 
terms and conditions of our offer, I request the committee to keep them 
in their confidential files, and not include them in the public record. 

As a matter of fact, not only were these offers firm but there were 
several discussions held with representatives of the Department of 
Agriculture, State Department representatives, and members of the 
Polish Embassy staff in an effort to establish the principle that title 
III barter could be conducted with Poland. 

I was not impressed by Mr. Rawlings’ testimony on the 12th when 
he stated that the Department’s position in relying on the Office of 
Defense Mobilization was because it did not want to have to become 
experts in the field of strategic and critical materials nor did it want 
to get into a duplication of the activities of GSA. On the latter point, 
it is a fact that agriculture does not physically handle the strategic 
materials, because the GSA does it for them. 

On the first point, it is a fact that Agriculture has built up certain 
commodity specialists who very efficiently and effectively handle the 
barter transactions. They also have available to them the expert ad- 
vice of the various departments referred to by Mr. Rawlings. There- 
fore, it seems to us that on this basis alone Agriculture has erred in 
not taking many of the strategic materials offered them where the 
terms and conditions were proper and the materials offered met the 
criteria of “improvement of assets.” 

By way of example, we have offered, over a period of time, various 
strategic and critical materials, such as platinum, ruthenium, ferro- 
chrome, ferrochrome silicon, chemical grade chrome, and others, but 
have been told they could not be taken because they were not on the 
Office of Defense Mobilization list of objectives. 

I would like to submit for the record certain correspondence and 
material dealing with the subject of ruthenium. Since this also con- 
tains the terms of our offers it is submitted for the confidential use of 
committee. 

It will be noted that the ruthenium was first offered in mid-1955, 
and that at no time did it appear that the terms of the offer could not 
be made acceptable to Agriculture. 

The value of the ruthenium was approximately $214 million. At 
the time the offer was made, and for many months thereafter, rutheni- 
um was on the list of strategic and critical materials. Had the deal 
been closed Agriculture would have save approximately $250,000 an- 
nually in storage charges for a material that would not deteriorate, 
and which would only cost them approximately $125,000 per year to 
store. 

_ The Barter Division studied this offer carefully. It was approach- 
ing a position of recommending that an exception be made to the 
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policy of only taking items on the Office of Defense Mobilization list 
when the problem was resolved very neatly by Office of Defense Mobili- 
zation removing ruthenium from the list of strategic and critical 
materials. Thereafter, Agriculture said they had no basis for further 
discussions on the matter. 

Similarly, on December 15, 1956, I was instructed by my company 
to determine whether or not Agriculture could accept platinum in 
exchange for surplus commodities. I submit herewith a copy of this 
letter for the record which I request be kept confidential. 

Now, there is no question but that platinum is a strategic and critical 
material. It is more valuable than gold and has a growing com- 
mercial use. I personally was present when representatives of the 
Barter Division called the Office of Defense Mobilization to inquire 
about platinum, and were told that it could not be taken. 

It will be noted from the letter that we were offering the platinum 
at a considerable amount below market, which would have been 
greatly to the Government’s advantage. Again the value of the 
platinum offered was approximately $214 million, and Agriculture 
could have saved $250,000 annually in storage facilities in exchange for 
a priceless metal which will unquestionably always be needed in our 
economy, which does not deteriorate, and which would store for 
around $125 per year. 

These are merely examples. As far as our company is concerned we 
believe that even working strictly within the complete list of strategic 
and critical materials we could have moved a much larger amount of 
surplus agricultural commodities had the Department of Agricul- 
ture exercised its authority and carried out the intent of Congress to 
improve its assets by taking such materials in excess of the quantities 
given them by Office of Defense Mobilization for acquisition for the 
supplemental stockpile established under title I. 

I suspect, Mr. Chairman, that you will find that other contractors 
working with Agriculture will report similar experiences and agree 
with our conclusion. 

Mr. Chairman, I think that it is important that the record should 
show clearly that our experience with Agriculture generally has been 
favorable. We have endeavored to cooperate fully with their repre- 
sentatives and particularly we have found those at the operating level 
in the Barter Division effective within the limits of the restrictive 
policy under which they operate. 

However, it should be recognized that the individuals in the Barter 
Division do not set the policy, they merely carry it out. It is un- 
fortunate that they have heen been sent here to defend a policy which 
= so restricted their program; those who made this policy should de- 

end it. 

From all the information available to us, it seems to indicate clearly 
that the restrictive policies on barter have been set by the immediate 
heads of the Commodity Stabilization Service. This is headed by 
Mr. Walter Berger, whose principal assistant has been Mr. Preston 
Richards. 

They have consistently argued that the barter program was dis- 
placing cash sales and restricting the borrowing authority of the 
CCC. Asa result, they have thrown every conceivable administrative 
and policy impediment in the way of handling the program. It is my 
opinion that their motives, while not personally improper, were based 








308 POLICIES AND OPERATIONS 


on emotions, not facts, and on personal beliefs which disregard the 
law. 

Certainly they have a direct responsibility for fostering cash sales, 
as well as for barter. It is unfortunate that they see good only in the 
cash sales. In the absence of clear and unmistakable proof that barter 
sales were displacing dollar sales, it seems that they should have been 
willing to carry out the law and the expressed intent of the Congress. 

I believe that it is entirely reasonable to ask that Agriculture be re- 
quired by the Congress to produce competent evidence to support their 
conclusions concerning barter sales. Mere expressions of opinion from 
interested parties certainly would not seem to be competent evidence. 

Before concluding this statement I must make further mention of 
the current situation within Agriculture. By press release dated May 
15, 1957 the Department of Agriculture announced that it had— 
been withholding further negotiation on proposed barter contracts since the end 
of April. The barter program is still in effect and will be reactivated as soon as 
the current revisions are completed and announced. 

Now, Mr. Chairman, this action in late April caught many contrac- 
tors by surprise and while my company was fortunately not adversely 
affected, it is my understanding that substantial losses were occasioned 
by what I understand to have been a most hasty decision by the heads 
oF the Commodity Stabilization Service. 

If my understanding is correct, this arbitrary and untimely action 
stemmed from the fact that there had been a substantial sale of cotton 
as a result of the barter program approved for the construction of mili- 
tary housing in France. 

A considerable quantity of cotton was moved as a result of this 
and certain smaller barter transactions. The Cash Sales Division 
objected strenuously, claiming they could have sold this cotton for 
dollars. The immediate reaction was to suspend barter transactions, 
as set out in the press release of May 15, and, Mr. Chairman, I sub- 
mit herewith a copy of that release for the record. 

Senator Humpnurey. I want to assure you that we will ask for the 
information that brought about any change in policies or any revision 
of attitudes, and we will interrogate Mr. Berger and Mr. Richards. 
Mr. Berger was here and ready to testify on the first day, but by 
mutual understanding, we decided to postpone his testimony. 

Mr. Cuampers. I was present and heard it. 

Senator Humenrey. Because a member of his staff was going to be 
away until early in July. 

Mr. Cuamepers. I understand that the entire transaction was taken 
in cotton, the military housing deal. I understand further that the 
cash sales board was considerably upset about it, because they took the 
oe that they could move that cotton for cash sales. I would 

ike to submit for the record a copy of the May 15 record, so it will 
show at this point. 

Senator Humpnrey. That will be included in the record. 

(The release of May 15 referred to is as follows:) 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, May 15, 1957. 


BARTER PROGRAM BEING REVISED; CONTRACT NEGOTIATIONS TEMPORARILY WITHHELD 


The barter program, under which agricultural commodities are exchanged for 
minerals and other strategic materials from foreign countries, is being revised 
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to emphasize its basic objective of net increase in export of surplus agricultural 
commodities, the United States Department of Agriculture announced today. 

The Department has been making a detailed review of barter operations, in 
the light of changes in the overall foreign trade situation. Exports of agricul- 
tural commodities, particularly cotton, have increased sharply in the past year or 
so. The dollar exchange situation has improved in a number of foreign coun- 
tries. These general developments prompted a restudy of safeguards against 
the substitution of barter transactions for dollar sales, without net gain in total 
export of agricultural surpluses. 

Pending this review and the development of program revisions, the Commodity 
Credit Corporation has been withholding further negotiation on proposed barter 
contracts since the end of April. The barter program is still in effect and will 
be reactivated as soon as the current revisions are completed and announced. 

Department officials say that the revised program will have the objective of 
seeking to make sure that future barter contracts result in a net increase in 
exports of agricultural commodities. 

The revised barter program provisions will be announced as soon as possible. 
In the meantime, the Commodity Credit Corporation will continue to withhold 
further negotiation of proposed barter contracts. 


Mr. CHampers. Here is a deal that led to the suspension of the 
barter program, and about a week later—and I would like to submit 
for the record at this time an article from the Sunday Star of May 26. 
There was a press release from the Department that pointed out 
under this program under which they were very happy that they 
anticipated that this housing program in France, that is the cost of it, 
would be defrayed in approximately 12 years. 

(The article referred to is as follows :) 


{From Sunday Star, Washington, D. C., May 26, 1957] 


FRANCE AND UNITED STaTES BARTER SURPLUS FOR GI Housine 


An international barter agreement under which $50 million worth of surplus 
cotton and grains will be traded for 2,700 new homes for the families of American 
servicemen stationed in France has been completed by the Defense Department. 

The exchange, under negotiation for 2 years, was worked out by John A. 
Arrington, Defense Department Family Housing Director, and Frank M. Ewing, 
Washington businessman who resigned last year as Deputy Assistant Defense 
Secretary. 


The arrangement will provide living quarters for officers and enlisted men at 
20 French bases. 


PLAN TO BRING FRANCS 


A straight barter of United States farm goods for French houses was not 
feasible since rrance also has an agricultural surplus. 

Therefore, a French construction firm will build.the houses on sites near mili- 
tary installations. They will be furnished. 

The Armed Forces, forbidden by French law to own real estate in France, 
will receive a 20-year paid-up lease for the 2-to-4-bedroom homes with an option 
to rent them for $30 a month each for 5 years thereafter. 


WILL RELEASE FARM SURPLUS 


The Commodity Credit Corporation will release the surplus farm commodities 
toa New York exporting firm acting as agent for the contractor. The firm will 
sell the commodities on the world market, remitting the proceeds to the French 
company in francs. 

The Defense Department will reimburse the Corporation for the commodities 
by paying an estimated $4 million a year previously used to provide rental allow- 
ances to servicemen in France. 

At this rate the cost of the leases will be defrayed in a little more than 12 years 
and if the honses remain occupied until the lease expires, the Department ulti- 
mately should save upward of $30 million on allowances. 
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Now, Mr. Chairman, you will notice that in this news article, which 
was released by the Department of Defense, they state that they antic- 
ipated that through this transaction the cost of this housing project 
would be defrayed in approximately 12 years. Ifthe housing remained 
occupied until the least, which is for a 20-year period, expires, the 
Department would save upward of $30 million on allowances paid to 
military dependents who would be using the housing. Obviously, 
the Department of Defense was elated at their ability to effect this 
saving. Yet it is quite interesting, but in the light of their attitudes, 
completely understandable, that the Cash Sales Division and Mr. 
Richards used this transaction to suspend the barter program. I 
understand Mr. Berger agreed. 

A further inconsistency which appears within the Department of 
Agriculture is evidenced by a departmental release which appeared in 
May 1957, and was handed out at the time the Secretary made a speech 
before a group at the Department of Agriculture. I submit herewith 
a copy of this handout for the record (exhibit G). 

I would like to submit a copy of that handout for the record. 

(The document referred to as a handout is as follows:) 


WE'RE WHITTLING Down Our BiG SURPLUSES 


The biggest peacetime job of farm products distribution the world has ever 
known is being done by the United States Department of Agriculture and Ameri- 
ean industry. 

Special distribution plans became necessary when surpluses accumulated after 
World War II, and again after the Korean conflict, because farm production 
pushed ahead of needs, owing in part to continued wartime incentives. 

However, the great accomplishments in moving surplus commodities and ex- 
panding foreign markets have been overshadowed by attention focused on the 
surpluses themselves and the problems they have created. 

The Department has taken active measures through special programs designed 
to protect farm income by reducing surpluses, and to halt further accumulations. 


SURPLUSES ARE DOWN 


The Department’s operations in moving surpluses into use have often been over- 
looked because of the volume of surpluses accumulated under price supports. 

Nearly $9 billion worth of farm-surpluses have been ‘moved *through~special 
programs since mid-1953. 

The Department has hung up the “sold out” sign for cottonseed oil, cottonseed 
meal, hay and pasture seeds, soybeans, flaxseed, linseed oil, and tung oil. Stocks 
of grain sorghums, rice, barley, cotton, cotton linters, butter, dried milk, and 
wool have been cut to low levels. 

Our main surplus problems today are reduced to wheat, corn, tobacco, cheese 
and cotton. 

EXPORTS ARE UP 


United States farm exports are highest in history. More than $4 billion worth 
of our farm products moved abroad in 1956. Even more are being exported this 
year. 

American agriculture, American business, and the Department of Agriculture 
are working together to create these high-level exports. They are cooperating 
through special programs and special promotions to reach foreign customers. 


MOVING THE SURPLUSES 
Dollar sales 


The Department has sold most of its surplus farm commodities for dollars both 
in the United States and abroad. 

Of the $5.9 billion received for commodities moved out of Government inven- 
tories from July 1, 1953, through February 28, 1957, 66 percent of all proceeds 
were dollar sales. Through a coordinated sales policy—including competitive 
bid pricing, avoiding peak marketing seasons, and other merchandising tech- 
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niques—CCC inventories have been greatly reduced without adversely affecting 
domestic and world market prices. 


Barter 


Barter was developed to simplify problems connected with exchange difficulties. 
Through this program we have swapped $1 billion worth of United States farm 
surpluses for strategic foreign materials and other national defense needs, in- 
stead of spending additional dollars to obtain such items. 


Donations, at home and abroad 


To help make most constructive use of surpluses, the Department donates 
foods to persons who can make good use of them—who otherwise would not get 
them, or get enough of them. 

In this country, foods are donated to children in school lunch programs, to 
needy persons in charitable institutions and in family units, and to victims of 
disasters. After domestic needs have been met, remaining foods are donated to 
American voluntary relief agencies, for distribution to the needy in foreign 
countries. Last year, 2%4 billion pounds of surplus foods were moved through 
the domestic and foreign donation programs. 


Helping industry expand markets 


The Department helps prevent the pileup of surpluses by aiding producer and 
industry efforts to expand markets. The plentiful foods program aids movement 
of abundant supplies from farm to consumers through established trade channels. 
The national school lunch program develops food markets by providing nourish- 
ing lunches for schoolchildren. The special milk program expands dairy markets 
by stimulating increased milk consumption by children. 


Foreign currency sales 

Surpluses are being sold for foreign currencies to friendly nations short of 
dollars. These sales open new markets which should later develop into dollar 
sales markets by creating a desire for United States products abroad. Last year 


about one-fourth of United States agricultural exports were sold for foreign 
currencies. Such sales have been made to 30 foreign countries. 


AGRICULTURE LOOKS AHEAD 


The task of moving our farm surpluses into use has been, and is, a huge one. 
But we have made much progress. If it were not for what has been accom- 
plished, our surpluses would now be more than twice their present size. 

While this massive effort has been going on, price structures at home and 
abroad have been safeguarded. Much of the public investment in these products 
has been recovered. And the goodwill of other agricultural exporting: countries 
has generally been retained. 


Our search for useful outlets has furnished food to needy people at home and 
abroad. Through special food programs the health of many thousands of boys 
and girls throughout our land has been protected. 

By means of imaginative, bold market promotion, we are laying the founda- 
tion for larger outlets for United States farm products abroad, and at home. 
We still have far to go. But I believe we have passed the peak of our surplus 
difficulties. 

We look forward with hope * * * and with the knowledge that people in a 
large part of the world know better the products of our land. 

Ezra TAFT BENSON, 
Secretary of Agriculture. 

Mr. Cuampers. At the very time when the Commodity Stabiliza- 
tion Service had suspended the barter program, the Secretary is put- 
ting out this particular thing, and in his press release he was equally 
emphatic in it, talking about the fact that barter was developed to 
simplify procedures connected with exchange difficulties, and through 
this program we swapped a million dollars worth of United States 
farm material. This is under heading, “We are whittling down our 
big surpluses.” It seems to me, if I can use the word “bragging”—we 
have the Secretary bragging on the one hand, and his people g vetting 
ready to kill it off on May "28, which is the date of the execution. 
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But they have already suspended it on May 15. 

Senator Humpurey. What is the date of this? 

Mr. Cuampers. This is as I understand it—and I think this is cor- 
rect—it was handed out around 11:30 a. m. on May 11, 1957, in the 
morning. If I am wrong, it is 1 or 2 days off one way or the other. 
The program had been suspended, and they were preparing to finalize 
the directives to kill the program. 

It will be noted that at the time when the Commodity Stabilization 
Service had already suspended the barter program, that this hand-out 
is proudly lising barter as the number two method whereby Agricul- 
ture is moving its surpluses. 

Now, Mr. Chairman, on the one hand we had the Secretary of Agri- 
culture, in effect, bragging about the fact that they had done a billion 
dollars worth of barter business while at the same time his staff was 
preparing to announce on May 28 a new program which, in effect 
killed the program. 

Mr. Chairman, our company has diligently tried within the frame- 
work of this new program to offer barter transactions to the Com- 
modity Credit Corporation. So far it has been impossible to do so. 
This new program includes every restriction that the opponents of 
barter have advanced over the years. In fact, the principle of requir- 
ing the commodities disposed of to go to certain countries was tried 
in early 1955, and was found to be unworkable at that time. That 
program was changed to the procedures which we have been following 
until this press release of May 28. 

The other requirements that have been included in this new program 
take away the normal flexibility of barter contractors and thereby 
force them to operate in other than normal commercial methods. By 
requiring the payment of interest to the Commodity Credit Corpo- 
ration on the agricultural commodities delivered before the receipt of 
the materials, they have taken away the ability of private contractors 
28 materials at below market prices to the Department of Agri- 
culture. 

Assuming all other restrictions were removed, the restrictions con- 
tained in paragraph 4 of the press release of May 28, which requires 
the payment of interest, can only result in the Government paying 
substantially higher prices for the strategic materials or, failing this, 
no transactions will be consummated. 

Now, in referring to this press release I think I should call to the 
attention of the committee the provisions of paragraph 6. In late 
1954 it was decided that ferro alloys could be taken under the barter 

rogram. Shortly thereafter it was agreed that foreign ores could 

e brought into this country for processing by American industry and 
the very healthy effect on the ferro alloy industry which I have earlier 
described took place. 

Sometime in January 1957 the Commodity Stabilization people, 
who oppose barter, took two steps. First, they limited the period of 
time during which contractors could have the use of the surplus com- 
modities without paying interest to a period of 2 years. Prior to that 
time it had been for the life of the contract. Second, they said that 
50 percent of the value of a barter had to come from foreign sources. 
This excluded domestically processed ferro chrome. 

However, paragraph 6 went much further. It rules out specifically 
the processing of all ferro alloys in this country regardless of the 
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percent from foreign source. It also mee lead and zine pro- 
gram which has been an active item in the barter program. 
Paragraph 6 states: 


May not be produced or processed in the United States. Heretofore, foreign 
materials could be processed here. 


I would like to submit that for the record at this time. 
(The document referred to is as follows :) 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, May 28, 1957. 


USDA OUTLINES REVISED BARTER PROGRAM 


The United States Department of Agriculture announced today that the 
Commodity Credit Corporation barter program, suspended since the end of 
April, is being resumed immediately on a revised basis. 

The revamped program, under which CCC will continue to exchange surplus 
farm products for strategic and other materials from foreign countries, is in- 
tended to insure that each barter contract results in a net increase in exports 
of the agricultral commodity involved. One of the principal factors leading to 
suspension at the end of April of new barter transactions was the possibility 
that some of the barter contracts were simply replacing dollar sales with no 
net gain in the total volume of agricultural exports. 

The program, as revised, contains the following principal provisions: 

1. In general, if the barter contractor can satisfy the Commodity Credit Cor- 
poration that a proposed barter transaction will mean a net increase in United 
States exports of the agricultural commodity involved, CCC will enter into a 
barter contract providing for delivery of any CCC-owned agricultural commodity 
(or tobacco held as collateral for CCC loans) for export to any friendly foreign 
country. 

2. Exports of cotton, wheat, and feed grains to certain countries will be auto- 
matically presumed to be in addition to normal exports, and therefore a special 
showing that the barter transaction will result in a net increase in total United 
States exports will not be required. These countries will include all those not 
named in the country lists given later in this release. 

3. Each barter contract must contain a specific designation of the agricul- 
tural commodity involved in the transaction. Up to now, barter contractors 
could export virtually any CCC-owned commodity under their contracts. 

4. If barter contractors desire delivery of agricultural commodities in advance 
of delivery of material to CCC, such advance deliveries will be permitted but 
interest at the rate which would be applicable to credit sales by CCC will be 
charged until the material is delivered or payment is otherwise effected for the 
agricultural commodities. Payment for the interest charges will be delayed 
until final settlement under the contract but must be paid in cash. An irre- 
vocable dollar letter of credit acceptable to CCC must be posted for the value of 
agricultural commodities which are delivered by CCC in advance of delivery of 
materials to CCC plus the estimated amount of interest. Heretofore, interest 
was not charged for the first 2 years. 

5. Barter contractors must provide assurances satisfactory to CCC that the 
agricultural commodities exported under barter contracts will not be trans- 
shipped from the approved countries of destination. In the past, only assurances 
against transshipment to unfriendly countries was required. 

6. Materials delivered under barter contracts may not be produced or proc- 
essed in the United States. Heretofore, foreign-produced materials could be 
processed here. 

7. Each barter contract for strategic and other materials must designate the 
eountry of origin of the materials to be delivered. In the past, this was not 
required. 

The lists of countries to which specified commodities may not be exported 
under barter contracts without a special showing that the proposed transaction 
will result in a net increase in United States exports of the commodity a-e as 
follows: 
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Australia 
Austria 
Belgium 
Canada 
Chile 
Colombia 
Cuba 
Denmark 
Dominican Republic 
Ecuador 
Ethiopia 


Angola 
Austria 
Bahrein 
Barbados 
Belgian Congo 
Belgium 
Bermuda 
Brazil 

3ritish Guiana 
British Honduras 
Canada 
Chile 
Colombia 
Costa Rica 
Cuba 
Curacao 
Denmark 
Dominican Republic 
Ecuador 


Austria 
Bahamas 
Bahrein 
Barbados 
Belgian Congo 
Belgium 
Bermuda 
British Guiana 
Canada 
Colombia 
Costa Rica 
Cuba 

Curacao 
Denmark 
Dominican Republic 
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COTTON 


Finland 
France 
Greece 
Hong Kong 
India 
Ireland 
Italy 
Jamaica 
Japan 
Luxembourg 
Netherlands 


WHEAT 


El Salvador 
Gambia 
Ghana 
Guatemala 
Haiti 
Honduras 
Hong Kong 
Indonesia 
Ireland 
Italy 
Jamaica 
Japan 
Kuwait 
Lebanon 
Liberia 
Luxembourg 
Macao 
Madeira Islands 
Netherlands 


FEED GRAINS 


Ecuador 

El Salvador 
France 
Guatemala 
Haiti 
Honduras 
Hong Kong 
Iceland 
Ireland 
Italy 
Jamaica 
Japan 
Kuwait 
Leeward and 
Windward Islands 


Norway | 
Philippine Islands | 
Portugal 
Sweden 

Switzerland 

Trinidad 

Tobago 

United Kingdom 

Union of South Africa 

Western Germany i 


Netherland Antilles 
Nicaragua 

Nigeria 

Norway 

Panama 

Peru 

Philippine Islands 
Portugal 
Portuguese Guinea 
Saudi Arabia 
Sierra Leone 
Surinam 

Sweden 
Switzerland 
Tangier 

United Kingdom 
Venezuela 
Western Germany 
Yemen 


Lebanon 

Luxembourg 

Mexico 

Netherlands 

Nicaragua 

Norway 

Panama 

Philippine Islands 

Saudi Arabia 

Sweden 

Switzerland 

United Kingdom 

Venezuela 

Western Germany 
Yemen ' 


These country lists will be subject to revision quarterly. The revised lists 
will be applicable to barter contract commitments entered into after the date of 


each revision. 


Foreign produced strategic and other materials currently acceptable to CCC 
under the barter program include aluminum; antimony; asbestos (amosite) ; 


bauxite (Jamaica, Surinam, and refractory grade) ; 


chromite (metallurgical and 


refractory) ; copper; fluorspar (metallurgical) ; lead; manganese (synthetic bat- 
tery grade, chemical types A and B, and metallurgical) ; mica (muscovite block, 
muscovite film, muscovite splittings, and phlogopite splittings); palladium; 
selenium (chemical grade): silicon carbide (crude): and zine. 

CCC's ability to conclude barter proposals for materials depends at any one 
time upon such factors as requirements, existing commitments, and market con- 
ditions. 
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Authority to barter was initially provided in 1948 by the Commodity Credit 
Corporation Charter Act. This authority has been enlarged and clarified in other 
legislative provisions, including an amendment to the Charter Act; the Agricul- 
tural Acts of 1949, 1954, and 1956; and Public Law 480. 

The barter program was suspended at the end of April 1957 to permit a de- 
tailed study by the Department of possible safeguards against the substitution 
of barter transactions for dollar sales, without a net gain in total export of 
agricultural surpluses. Program revisions announced today refiect the results 
of that study. 

Mr. Cuampers. I point out to you that I had earlier discussed that 
ODM had taken ferro chronie either from foreign or domestic sources 
off the domestic list. This takes all ferros off. ODM has said that 
they want to take materials in the most usable form possible. This 
—- negates our ability to do that. 

Senator Humpnrey. When you say “this,” you mean the order from 
the Department of Agriculture ? 

Mr. Cuamners. That is correct. 

Senator Humpnrey. Of May 28? 

Mr. Cuampers. Of May 2%, paragraph 6 of that document. 

I have no doubt, Mr. Chairman, that when the hearings of this 
committee are completed, that Agriculture will do what I think they 
already recognize Is necessary, and that is modify this particularly 
restrictive directive. However, this is not enough if the purposes of 
Public Law 480 are to be carried out. 

In my opinion the Secretary of Agriculture personally should 
agree to discharge the authorities and re sponsibilities placed upon him 
by the Congress, or specific amendments to the law might be in order. 
Frankly, | ‘do not believe that the Sec retary of Agric culture really has 
been completely informed on all these various problems. Certainly 
both he and the President have always indicated the keenest interest 
in the barter program. I think that we have simply had an unfortu- 
nate difference between two competing programs under the same boss 
in Commodity Stabilization Service, and to put it mildly, the cash 
sales boys have won out. ‘They have not been too successful them- 
selves, but they certainly have killed their competitors. 

Now, Mr. Chairman, there is one other type of disposal through 
barter which Agriculture should be carrying out and which the law 
clearly contemplated, and which is capable of great expansion. That 
is the putting of certain of the Government procurement programs 
for nonstrategic procurement through the barter program. I have 
specific regard to certain of the ICA programs and to a lesser de- 
gree perhaps some of those of the Defense Department. 

As you know ICA frequently buys substantial quantities of agri- 
cultural commodities. This is frequently purchased through the De- 
partment of Agriculture itself, or other Government procurement 
channels. One specific instance was the procurement of $6 million 
worth of sugar for Lran where it is my understanding the procure- 
ment was physically handled by the Department of Agriculture. 

It certainly seemed reasonable to assume that the Department of 
Agriculture itself would put it through the barter program. The 
facts are, they did not. 

Now, our company moves a substantial part of the sugar of the 
world, and we successfully compete on a dollar basis for many of 
the Government- sponsored sugar purchases. In this particular case, 
in an effort to help the disposal program, we called to the attention 
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of the Department of Agriculture the fact that we were prepared to 
offer a proposal to the Barter Division in the event this transaction 
was going through the barter program. However, before such a pro- 
posal could be offered the head of our company addressed a letter on 
June 7, 1956, to the Secretary of Agriculture asking for a statement 
of policy on this type of barter. 

bviously, such a transaction would have resulted in a substantial 
reduction in the stocks of CCC and it would be paid by ICA for the 
sugar that would be bought. However, in a barter transaction there 
is alw: ays a cost in handling the grain disposal, which on a short 
term procurement such as for sugar, could not be offset by earned in- 
terest. 

Therefore, it was possible that the cost of the ICA of the sugar 
might have been 114 to 2 percent higher than on a dollar basis. A1- 
ternatively, CCC could agree to absorb the cost of grain disposed 
which would then place this barter sugar in competition with cash 
sugar. In either event CCC would have netted a substantial sav- 
ings in reduced storage costs. 

To this date a reply to our letter has not been received, nor in my 
opinion will be received because it would make public the attitude 
in Agriculture that nothing should be done to help the barter pro- 
gram. Yet, in this field of nonstrs itegic materials lies a great possi- 
bility for the disposal of surplus commodities. For example, the 
French housing deal was carried out in a somewhat similar fashion, 
and I understand the contract price for the housing included a cost 
for the disposal of the grain. Yet Agriculture would not consider 
such a plan for sugar when they themselves were doing the purchas- 
ing. 

‘Now as to the business of nonstr ategic materials 
Senator Humrurey. Before you go into that, I would like to have 
incorporated in the record at this point the press release of the De- 
partment of Agriculture announcing the completion of the $50 mil- 

lion housing deal. 

(The press release referred to is as follows :) 





UnitTep STATES DEPARTMENT OF AGRICULTURE, 
Washington, June 7, 1957. 


USDA ANNOUNCES COMPLETION OF $50 MILLION BARTER DEAL FOR MILITARY 
HovuUSING 


The United States Department of Agriculture announced today completion of 
negotiations involving exchange of $50 million worth of Commodity Credit Corp- 
oration-owned farm products for houses to be built in France for use of American 
Armed Forces personnel. 

A United States exporter, under an agreement with CCC, has arranged for 
the export of the farm products. The military family housing, which the surplus 
commodities will pay for, will be constructed in various parts of France by a 
French firm under a contract with the Department of Defense. Approximately 
2,700 houses will be constructed in France under the contract. 

The following steps will be taken before all phases of the French housing 
transaction are completed : 

(1) The United States exporter participating in the barter will sell in foreign 
countries the surplus agricultural commodities obtained from CCC under the 
barter contract. 

(2) Proceeds of these sales—in whatever currency is acceptable to the French 
Government—will be converted by the Bank of France to frances and will be paid 
to the French construction firm by the United States exporter on the basis of 
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“construction progress certificates” issued to the French firm by the Department 
of Defense. 

(3) Inasmuch as quarters allowances and the housing part of station allow- 
ances to American service families are discontinued by the Department of 
Defense when the families occupy Government-owned houses, the allowances 
that would otherwise be paid, minus amounts necessary for maintenance and 
operation, will be turned over by the Department of Defense to the Commodity 
Credit Corporation to pay for the surplus commodities bartered. 

CCC and the Department of Defense have signed an agreement that will run 
for approximately 17 years—the estimated time required to make full payment 
out of allowances. However, the agreements of CCC and the Department of 
Defense with the private firms will run for only a little over 2 years. 

The barter transaction announced today represents the culmination of nego- 
tiations begun in July 1955 and therefore does not conform to the present barter 
policies announced on May 28, 1957 (press release USDA 1686-57), under which 
future barter transactions will be approved only on the basis of assurance that 
they result in a net increase in exports of agricultural commodities. 


Senator Humpnrey. And my question to you, Mr. Chambers, is, 
if the program was suspended, why was this deal consummated at a 
date announced June 7? 

Mr. Cuampbers. The deal was consummated, sir, prior to the sus- 
pension of the program that led as I understand it to the suspension 
of the program. 

Senator Humpnrey. Yes. 

Mr. Cuampers. No announcement was made for a time, until after 
the Department of Defense put out their press release of the 20th of 
May. 

Senator Humreurey. The Department of Defense? Let me get this 
straight. 

Mr. Cuampers. The Department of Defense. 

Senator Humpenrey. On the 20th of May this deal had been under- 
taken and completed, is that correct ? 

Mr. Cuampers. That is correct. 

Senator Humpurey. So the 7th of June, the Department of Agri- 
culture also says that the deal has been completed ? 

Mr. Crampers. That is correct. I believe what happened was that 
the deal was completed, objections were raised to it by the Cash Sales 
Division, and Mr. Berger used that as a basis of suspending the pro- 
gram. For many reasons—I don’t know—the Department of Agri- 
culture put out no press release on the transaction. The Department 
of Defense bragged about it and from their standpoint it is an 
excellent deal. 

Senator Humrurey. Both in the Government of the United States? 

Mr. CHAMBERs. Yes, sir. 

Senator A1rKEN. Noting from your initial statement here, has there 
been any instances where barter deals have displaced dollar sales, 
to your knowledge? 

Mr. CuAmpers. In my testimony, sir, I said that agriculture has 
made the statement—we do not believe they can prove it. We handle 
metal ores and materials. We cannot say, we cannot prove, that they 
have or have not displaced dollar sales. It is our opinion, my per- 
sonal opinion, sir, that probably in some isolated cases, it has. But 
I believe, on balance, you will find that there have been many cases 
where the barter type transaction has helped dollar sales, because our 
grain people—and they will be testifying here this morning—prob- 
ably have been able to get discounts abroad by handling barter trans- 
actions, 
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Senator A1keN. You would not go too far out of your way to prove 
that they displace ed dollar sales ? 

Mr. Cuampers. I learned in a hard school when I worked up here 
for you, and I do not think I would. 

Senator Arken. I think from listening to you, you know your way 
around. [ Laughter. ] 

Mr. CurAMnERs. I would like to mention, sir, that in the field of 
nonstrategic materials, particularly for your ICA programs and 
things of ‘that type, where they are taking agricultural commodities, 
agriculture is sometimes the purchasing agent. It would seem logi- 
eal that they go through the barter program. They are not. I have 
specific reference to a deal for a million dollars worth. We could 
compete very successfully on a cash basis, but in an effort to help the 
disposal program we suggested to agriculture that perhaps these 
should go through the barter program. 

The president of our company prepared a letter, which I would 
like to insert in the record at this point, marked “Exhibit 1.” 

Senator Humrurey. All right. 

(The letter referred to is as follows:) 


ExHIBirT I 


New York, N. Y., June 7, 1956. 
The Honorable the SECRETARY OF AGRICULTURE, 
Washington, D. OC. 


DEAR MR. SECRETARY: Since the enactment of Public Law 480, 83d Congress 
our company has been active in the barter program. So far we have confined 
our interest and participation to the exchange of strategic and critical ma- 
terials for surplus agricultural commodities. We are, however, aware of the 
increasing interest that is being displayed in exchanging surplus agricultural 
commodities for other than strategic materials. 

It is our understanding that the Department of Defense, Bureau of Public 
Roads and other Federal agencies are beginning to comply with the spirit and 
letter of that part of section 303, Public Law 480, which reads as follows: 
“Agencies of the United States Government procuring such materials, goods, or 
equipment are hereby directed to cooperate with the Secretary in the disposal 
of surplus agricultural commodities by means of barter or exchange.” It is 
assumed that any procurement that is carried out by the Department of Agri- 
culture, either for its own account or for the account of other Federal agencies, 
such as the International Cooperation Administration, will be used as an 
example to other Federal agencies as to how the barter program should be 
supported through procurement of nonstrategic materials. On this assumption 
we have been examining closely some pending procurement for the Interna- 
tional Cooperation Administration which may be made through the Depart- 
ment of Agriculture. <A specific a is the projected procurement of $6 
million worth of raw or refined sugar for Iran. In the past the Department of 
Agriculture has handled the procurement of some of the sugar procured under 
the ICA programs. 

Since the Department, through the Commodity Credit Corporation, is (1) 
charged with the responsibility of handling the barter program and (2) required 
to pay the cost of storing the surplus agricultural commodities, we cannot help 
but believe that it is the Department’s intention to place such procurement 
through the barter program. We are prepared to submit an offer to your barter 
division in connection with the transaction for sugar but in the absence of an 
announced policy on this point, we do not wish to proceed further until we have 
been advised as to the correctness of our assumption as to your policy. 

Since the sugar procurement for Iran is imminent, your prompt advice will 
be appreciated. 

Sincerely yours, 


J. GinzBere, Partner. 
M. GoLopetTz & Co 
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Mr. Cuampers. We raised these questions thinking to get a policy 
decision. So far we have not received a reply to that letter which was 
dated June 17,1956. I do not think Agriculture wanted to get on the 
record on that particular type of transaction. 

Senator Humrurey. You meant 1957? 

Mr. Cuampers. It was 1956. I do not think that letter, obviously, 
will be answered, although verbally I have requested an answer to it, 
and never received it. 

Senator Humrurey. These people should answer letters. They do 
not have to say much—they can answer it. [Laughter. ] 

Mr. Cuampers. Now, in summary, Mr. Chairman, we believe— 

1. The barter program was one of several disposal methods to re- 
duce our surplus agricultural stocks. 

. The Congress specifically intended the Secretary of Agriculture 
to ¢ arry out a program to protect his assets through bartering for 
strategic or other materials. 

3. That this did not limit him to strategic and critical materials as 
established by the Office of Defense Mobilization. 

4. That the program furnishes a medium of getting surplus foods 

into commerce, which otherwise will not move. 
5. The barter program enables us, through the disposal of our agri- 
cultural surpluses, to build up resources of materials which our coun- 
try either now needs, hoje need in its general economy, or certainly 
= need in time of wa 

. The restrictions of the items to be procured through the barter 
ma am to that limited portion of the total list of strategic and 
critical materials as established by the Office of Defense Mobilization 
“ drastically reduced the potential size of the program. 

That even within the total list of strategic and critical materials 
chute is a broad field for barter if the Secretary of Agriculture would 
not limit the program to the quantities established “by the Office of 
Defense Mobilization. 

8. We believe that the operations of the barter transactions by the 
Barter Division have been generally good. We can certify that prices 
paid for materials furnished by us have been most favorable to the 
Government, and of course, the agricultural commodities are sold 
at market prices. 

9. We believe the policy established for the program has deliberately 
limited the barter program to satisfy the undue influence of 2 or 3 
individuals within the Commodity Stabilization Service. 

10. We believe that other Government departments, particularly 
the ICA program, should put as much of their procurement as pos- 
sible through the barter program to the end that additional surplus 
will be moved. 

As I recall it, American Farm Bureau memorialized the Congress 
on this at the last session in a letter at some length. 

11. We believe the barter program should be used to help expand 
domestic production facilities. 

12. We believe the price- support program for farmers should be 
eredited with what is done through the programs set up by Public 
Law 480. 

Senator Humrurey. Thank you very much. 

Mr. Chambers, when you state, “We believe the policy established 
for the prograii has deliberately limited the barter program to satisfy 











320 POLICIES AND OPERATIONS 


the undue influence of 2 or 3 individuals within the CSS,” point No. 9 
in your summary, without making any valued judgment at all about 
that, I would suggest that when any of these 2 or 3 individuals appear 
here that you be present, also. 

Mr. Cuampers. I will be delighted to be here. 

Senator Humpurey. I wanted to have you look them right in the 
eye and have them look right back at you. 

Mr. Cuamerrs. At least one of them is very convincing. 

Senator Humpnrey. You are not so bad yourself. [Laughter | 

I believe getting both of you together would be a very good session. 

Mr. Grocerns. 1 would like to add one more thing in behalf of my 
company. My experience in the stockpiling program, back to July 
1940. In the negotiation and conclusion of the first purchase of the 
strategic material here by the Metal Reserves Company and from 
that date to the present that has been my work for the company here 
in Washington, in executing hundreds of sales for strategic m: terials. 

And so I believe that might have been the reason why in the latter 
part of 1954, when Public Law 480 went into effect that Mr. Francis, 
the President’s representative, put the Department of Agriculture 
in the program from the beginning. 

For a period of time I was—if I could assist in suggesting, in the 
title I transactions strategic and critical materials that might be ob- 
tained from these various countries. 

I prepared several memoranda for them on that subject, being 
familiar with the various countries, and after 2 or 3 such memoranda 
I found that they were interested and they were read, but they never 
got a dime’s worth of strategic and critical materials for the foreign 
currencies, I felt that I was not performing any service and that 
ended my relationship to the Department and my work for them. 

Senator Humpurey. Whom did you say asked you to serve in this 
consultant capacity ? 

Mr. Grogerns. Mr. Clarence Francis, the President’s adviser. 

Senator Humrpnrey. We are going to talk to Mr. Francis one of 
these days. 

Mr. Grocerns. There could be—I imagine there are other problems 
other than merely the questions of buying the strategic and critical 
materials in the foreign countries involved. 

That is where the State Department probably enters into the pic- 
ture in this matter as to whether or not we will compel these coun- 
tries to use these materials which in each insatnce they have always 
insisted, why we can sell for dollars, why we give them to you for 
barter. 

And so in the desire to help these foreign countries it was found 
easier to take the foreign currency in getting strategic and critical 
materials. 

So we have never gotten anything. 

Mr. Cuampers. At the present time I understand Mr. Francis still 
has some relationship to the overall program. 

I believe there is some kind of overall ceiling on this, and it may 
well be you may want to inquire. 


Senator Humrurey. We are going to have Mr. Randall and Mr. 
Francis. 
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IT want to commend you, Mr. Chambers, on a very excellent state- 
ment, and you, Mr. Groggins for your expertise. 
We are very pleased that you came to testify. 


We will next hear Mr. Charles Cogliandro and the gentleman 
with him. 


STATEMENT OF CHARLES A. COGLIANDRO, PRESIDENT, CALABRIAN 
CO., INC., NEW YORK, N. Y. 


Mr. Cociianpro. This is Mr. Sverdlik. He is the secretary of the 
company. 

Senator Humpnrey. Will you proceed. 

Mr. Coeiianpro. Calabrian Co., Inc., is a corporation engaged in 
foreign trade. Since 1952, 2 years before Public Law 480 was enacted, 

Calabrian did a barter business with CCC. 

It has had many barter contracts and has delivered to CCC stra- 
tegic and nonstrategic items originating in United Kingdom, Nether- 
lands, France, Italy, Japan, Belgium, Philippines, and others. In 
return, it has exported equivalent surplus agricultural commodities. 

We feel the policymaking officials of the Department of Agri- 
culture have been unjustifiedly hostile to the barter program. We > do 
not question their good intent. However, their conduct, in our opin- 
ion, indicates an unfortunate misunderstanding of the operation and 
potential of the barter program and foreign trade pr: actices. By ¢ 
press release dated May 28, 1957, the Department of Agriculture an- 
nounced a so-called revision of the barter program. In. practice, this 
so-called revision kills the barter program. 

Our affirmative position is that an aggressive, well-implemented 
barter program increases net cash grain exports, creates additional 
barter exports, strengthens CCC assets, and strengthens our foreign 
allies. It is regretts able that Department of Agric ulture officials, who 
are responsible for the practical termination of barter, apparently did 
not utilize the experience of major grain exporters and foreign 
traders. 

What is meant by barter under the surplus program ¢ 

True barter consists of a flat exchange of one item for another. 
It drastically limits parties who can participate. True barter is 
extremely complex and difficult, as experienced by CCC, who in 1955 
negotiated an agreement with the Government of Turkey to barter 
chrome against wool. 

Coufusion exists concerning the nature of the surplus barter pro- 
gram. This program in practice is not true barter. Rather, each 
barter contract requires two separate foreign-trade transactions, each 
through normal competitive business channels. For example, the 
barter contractor buys the exchange material and he sells it to CCC. 
He buys surplus commodities from CCC and sells them in the inter- 
national market. This program has all of the advantages of normal 
competitive business without the disadvantages and restrictions of 
true barter. This is a modern method of exchange of goods, which 
necessarily employs modern methods of finance. 
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GOVERNMENT POLICY TOWARD BARTER 


We know this committee is very familiar with the executive and 
legislative mandates, including a recent message by President Eisen- 
hower, which, since 1949, repeatedly authorize and/or direct the ex- 
tention of the barter technique to help reduce the surpluses. 

Yet frequent attempts to prescribe and limit barter repeatedly ap- 
peared. Within the Agriculture Department itself there are incon- 
sistencies in expressed barter policy. 

On October 30, 1956, a Department of Agriculture official informa- 
tion sheet on barter stated : 

* * * The barter program has been in operation since 1950 and has proved 
well suited to Government procurement. * * * Administration policy is directed 
to the expansion of barter procurement. 

What happened after this October 1956 expression of policy? 
Since this date the Agriculture Department has been discouraging 
barter and has placed repeated restrictions upon the barter program. 
Among the restrictions imposed since that date, in addition to the 
self-imposed limitation that ODM determine materials which could 
be the subject of barter, were withdrawal of the 72-hour option, re- 
quirement that 50 percent of the exchange material originate overseas, 
curtailment of the interest factor. 

Then, in April 1957, the Department announced suspension of the 
entire barter program. Finally, on May 28, 1957, the so-called re- 
vised barter program which is, in practice, the end of barter activity, 
was announced. 

(a) The replacement of expensive-to-store, deteriorating surplus 
commodities with inexpensive-to-store, nondeteriorating materials 
saves substantial moneys. According to official Department of Agri- 
culture reports, total storage cost for 1 month based wpon December 
1956 inventory was $28,968,649 or just under $1 million per day. 

This is for storage alone. It does not include deterioration. It is 
estimated that approximately 1 million bushels of corn per day are 
downgraded to sample grade. 

Consideration is now being given to sales of large amounts of corn 
for production of alcohol and other chemicals. Such corn may be 
sold for approximately 60 cents per bushel, though it may cost CCC 
roughly $1.50 per bushel. Wheat is being downgraded daily and 
sold as feed. It is not difficult to see, therefore, that deterioration 
losses are enormous. It would make more sense for these commodi- 
ties to enter consumer channels and simultaneously increase the 
natural resources of the United States. 

(6) Barter, as we know it under Public Law 480, has strengthened 
many small businesses. 

(c) Barter has increased exports from our surplus. 

(dz) This program has admirably suited stockpiling requirements 
by permitting use of surplus commodities rather than dollars to 
acquire stockpile material. 

(e) The Department of Defense has directly benefited from barter 
transactions like the recent French military housing program. 

(f) Barter purchases for stockpiling on CCC assets have frequently 
resulted, because of Government practice to purchase at prices below 
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market, in increased assets during storage, due to increase in the 
world market price of the material. 

(g) The purchase of materials for exchange with surplus commodi- 
ties has benefited friendly foreign countries by strengthening their 
internal industrial and financial structures, particularly where the 
United States may otherwise support their economies by grants or 
other assistance. In other words, it has stimulated “trade, not aid.” 

(hk) United States domestic mineral and mining industries have 
substantially benefited from the barter program to such an extent 
that, as included in the Congressional Record of May 8, 1957, a meet- 
ing of the western governors in April 1957, resolved that the barter 
program “be continued and expanded.” 

(7) American labor has benefited by processing foreign ores. 

VI. The May 28, 1957, press release “revised” program: A. Gen- 
eral: Based upon our barter experience, we believe this so-called 
revised procedure is wholly impractical and unworkable. The re- 
lease states that a principal concern of the Department is the pos- 
sibility that some of the barter sales have merely replaced dollar sales, 
with no net export gain. It is incredible that the entire barter 
program has been essentially terminated because of theoretical pos- 
sibilities that some barter sales may have replaced dollar sales. 

No proof is offered by the Department. The release refers to a 
study and indicates that the release reflects the findings of that study. 
We think the study should be made public. 

Senator Humrpurey. I think that is true. I don’t think that some- 
thing relating to a release (since it does not involve our national 
security) ought not be made public. It will be discussed here I can 
assure you. 

Mr. CoGgiianpro. We assume such study includes a thorough 
analysis of past and current trade balances and trends, including such 
currency clearing facilities as the European Payment Union. 

We do not include all aspects of the barter business because barter 
business is a foreign trade business. 

We are losing a lot of the practical aspects of the barter business. 

Does barter really replace cash sales ? 

The answer based on Department of Agriculture statistics would 
appear to be definitely no. Both cash sales and barter sales have 
substantially increased. The reason is that the foreign market has 
grown. The role of barter in expanding this market has been sub- 
stantial and is discussed further below. 

We would like to enter into the record the statistics which we will 
base this on, put out by the United States Department of Agriculture, 
the Financial Analysis Branch, dated February 18, 1957. 

Senator Humenrey. That exhibit is what now? 

Mr. Coeiianpro. That is the cash sales chart, I mean total sales 
chart showing the total sales as of December 31, 1956. 

Senator Humrnrey. That may be done here. 

(The chart is as follows:) 
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U. S. DEPARTMENT OF AGRICULTURE, COMMODITY CREDIT CORPORATION 
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has sold the equivalent $200 million worth of surplus commodities 
for cash ¢ 

If it has not, the estimated $100 million is an outright loss. 

The contracts which were to run an average, say, of 2 years. CCC 
has not seen fit to accept any of these offers for these many reasons, 
due to their restrictive policy toward barter. 

We do not know here what deterioration losses are—because, Mr. 
Chairman, I think you asked Mr. Berger for that information. 

Senator Humenrey. We have obtained some information from 
him. 

Mr. Coerianpro. We have been trying very hard to obtain such 
information ourselves because we would like to utilize that infor- 
mation. 

Senator Humrurey. Have you written and asked for the infor- 
mation ¢ 

Mr. Cociianpro. We have asked on numerous occasions for it. 

Senator Humpurey. I suggest that you ask again. The infor- 
mation ought to be forthcoming. 

That is public information. 

Senator ArkeN. This has just been compiled within a week. 

It shows the major deterioration has been in corn. 

I just looked it over hurriedly. 

Mr. Cociianpro. We understand, speaking of corn, that quite a 
bit of corn is being downgraded each day. 

There is a study on President Eisenhower's desk at the moment to 
consider the possibility to utilize the corn to produce chemicals and 
alcohol. 

Senator ArkeN. Fifty cents a bushel, I think, is a little low. 

Mr. Cociianpro. You know you hear so much. 

Senator Aiken. The alcohol people complain that no consideration 
is being given to them. They are not happy, either, I don’t know 
the facts. 

Mr. Coegiianpro. What I am trying to point out here is that there 
is no doubt with $200 million worth ‘of strategic items taken for de- 
livery over a period of 2 years you have, No. 1, storage. 

Our barter contracts with CCC we are required to pay storage at the 
the rate of 18 cents a bushel per year for wheat. 

I think I am correct in saying that. We do not know what the 
deterioration losses are. However, they are large, we must assume. 

Other than the $200 million, who can say that we could not have 
saved the Government, let us not say $100 million, but, say $75 or 
$60 million. 

But it will be substantial. 

If it is based on that assumption then it is a loss and down the 
drain. 

That is the point we want or wish to make. 

To proceed : 

As Assistant Secretary Butz advised this committee on June 11, 
1957, it is likely that some title I local currency sales actually replace 
some cash sales. Of course, this is true. But, as Secreet: iry Butz in- 
dicated, this does not require the prohibition of title I transactions. 

There is no reason to kill title III just because some cash sales have 
been displaced by barter sales. 











326 POLICIES AND OPERATIONS 


We contend, however, that the barter program itself has been 
actually responsible for increasing cash sales. Barter transactions 
have offered the enterprising contractor the possibility of acquiring 
exchange material to be delivered to CCC at profits, which are sharply 
limited by the policy of CCC to pay less than market prices, and by 
the intense competition among barter contractors for this Government 
business. 

This technique, however, permits the barter contractor, or the grain 
exporter with whom he is associated, to compete with foreign pro- 
ducers who would otherwise undersell. 

Further, in this competitive international market, volume business 
and establishing new outlets and new markets are major considera- 
tions. Grain exporters benefit, apart from the immediate commodity 
profit or loss, by freight facility ownership, storage facilities, and 
other related profitable incidents of large scale exports. 

Prestige and status in the international market are themselves sub- 
stantial desired assets. Through the barter technique, grain export- 
ers are able to extend the small advantage created by the barter pro- 
cedure by averaging barter grain export sales prices with cash sales 
prices, and purchasing from CCC substantial additional quantities of 
cash surplus commodities. 

The grain exporter then is in position to bid upon and be awarded 
substantial foreign tender contracts which are filled by the exporter 
from both barter and cash commodity sources. Thus the barter tech- 
nique is responsible for substantial cash purchases from CCC. 

The barter procedure has frequently resulted in the creation of new 
markets for United States surplus exports. The contractual require- 
ment that the barter contractor dispose of the full exchange value of 
surplus commodities has created large additional sales forces for 
United States exports. 

I would like to comment that since this barter business has been 
in being, the CCC has increased the sales force by many more hundreds 
of firms. 

It has in a way popularized the whole CCC problem. 

Take my company for example. I travel quite a bit overseas. I 
may visit many firms overseas. We are a grain firm as such. We 
talk during a visit, of, say, a month to maybe 50 firms. Many of these 
firms have an intense interest in this whole problem. They ask many 
questions. They go out themselves and try to say, in effect, get in to 
the act—try to encourage these barter deals. 

In this way this has been a tremendous sales force for the Depart- 
ment of Agriculture. This has been in addition to the normal regu- 
lar grain outlets. 

At least one substantial domestic grain company has greatly ex- 
panded its export department because of business activity. The im- 
petus which barter trading has created necessarily extends to further 
cash sales because organizations, such as this type, once established in 
the grain trade through barter, expand their activities into the cash 
market as well. 

Further, by paying foreign producers in United States dollars, 
barter necessarily strengthens the balance of trade position and dollar 
availability in these producer countries. We have heard much from 
the Department of Agriculture that this barter business is going to the 
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normally cash sales countries. The Department ignores completely 
the fact that these so-called countries are highly industrialized. 

If you look into the record you will find many, a great part of these 
strategic items come from the same countries. 

Who is going to say that it has not created any more dollar balances ? 

Who is going to say that none of these dollars created in this way 
would not have been used for cash sales ? 

These countries may and do then purchase further commodities or 
other material from the United States. It is sometimes stated by 
opponents of barter that barter commodities are sold to dollar balance 
countries, and therefore displace cash sales. 

A thorough analysis would undoubtedly disclose that where this 
occurs the actual cash balances have been created by the barter pro- 
gram itself in connection with stockpile acquisitions. 

We go to the restrictions in this May 28 release. 

The revised program contains the following restrictions. 

It requires that a specific commodity be designated; that the con- 
tractor satisfy CCC that the transaction will effect a net increase in 
United States exports of the commodity involved to the receiving 
country, if such receiving country is one of an inclusive list contained 
in the release; that the commodity will not be transshipped; that 
interest be paid to CCC even though letter of credit is furnished. 

The Department of Agriculture has established an incredible stand- 
ard whereby barter contractors must prove in advance that a certain 
proposed transaction will mean “a net increase in United States 
exports of the agricultural commodity involved.” 

The Department itself vaguely speaks in terms of possibilities. Yet 
the contractor is expected to satisfy CCC when apparently CCC’s own 
investigations have failed to reach any definitive results. This re- 
quirement is absolutely impractical. The factors which enter into 
estimated total commodity exports of a specific item to a named 
country are innumerable, often unrelated, and are subject to the com- 
plexities of foreign trade and rapidly changing trade balances. The 
only thing sure about commodity business is unpredictability. 

The requirement that the barter contractor in almost all cases name 
the commodities and the recipient country at the time of offering the 
exchange material runs completely contrary to the practice in the 
grain business where commodity prices fluctuate constantly and where 
options never extend for any substantial period, let alone for the time 
necessary to negotiate a complex CCC contract. 

We want to talk about these windfall statements. We think it is 
completely unwarranted, that is, the so-called interest part of the 
barter contract. 

The interest requirement also apparently stems from an improper 
evaluation of barter business. It cannot be assumed that this interest 
factor is in the nature of any windfall. 

In the first place, the Government benefits substantially from 
prompt physical acceptance of the surplus commodities by the con- 
tractor since storage charges and deterioration and downgrading 
cease. 

Second, to the extent that this interest factor may benefit the con- 
tractor, it enters into both the competition between barter contractors 
for the available business and into the negotiations between the Gov- 
ernment and the contractor in fixing the price of the exchange item. 
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Barter business is basically a private competitive market place 
business. 

That refers me back to an item which I think I left out in the first 
part of the statement ; I mean to comment on it here. 

I think it is a great misunderstanding of what barter, that we are 
talking about under Public Law 480 is. 

When people mention barter they seem to think we are referring to 
the ancient type of doing business. Where you take one item here 
and exchange it for another item pound for pound or ton for ton 
or whatever the case may be. 

CCC has tried from time to time this transaction. The most 
famous one is this Turkish combed wool deal whereby the CCC and 
the Turkish Government met and decided that such a deal should be 
worked out, and agreed on overall point of the transaction. 

That was back in 1954, some 214 years ago. 

That transaction was only recently completed or is being completed, 
IT don’t know. We read in the newspapers that it was completed ap- 
proximately 2 weeks ago. This barter business is very difficult. It 
is very highly undesirable and certainly undesirable to a small business 
such as ours. 

This barter business which we concern ourselves with is barter in 
name primarily. Because here, particularly a contractor such as our- 
selves, going into separate transactions. 

The closer we can approach barter is when the contractor deals with 
CCC when they negotiate with CCC. 

All of the factors necessarily involved are carefully taken into ac- 
count by all of the competing parties. 

One firm has an interest on the money so the other competitor has 
the same interest on the money. 

In the course of barter contracting, just as in all other business, 
a wise or an unwise transaction may be made, and a profit or loss 
occasioned. The fact that the interest factor may have facilitated 
certain barter contracts, and so helped to export surplus commodities, 
is hardly ground for its removal unless such removal is part of a 
scheme to destroy the entire barter program. 

The further requirement that barter material may not be produced 
or processed in the United States is an unwarranted blow to domestic 
industry. This rule appears unnecessarily to hamstring barter au- 
thority to acquire strategic materials where, as is frequent, the raw 
material is foreign, but the best processors are domestic. 


COMPLAINTS FROM FOREIGN EXPORTERS 


Competitive techniques are known and employed in all countries. 
Present indications are that current crops will be larger throughout 
the world. 

In the United States our production controls are reported ineffec- 
tive. We anticipate further heavy surpluses and intense foreign 
competition. Now, more than ever, we need every possible disposal 
technique. 

Basically, however, it is not conceded that any of our agricultural 
policies are unfair to any foreign exporter. We live in an expanding 
world food market. United States efforts are substantially responsible 
for this expansion. It is contrary to our economic and diplomatic 
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perspective to look — the agriculture markets of the world as static, 
clearly defined and allocated. 

Then too, we must face the facts of life. These very foreign com- 
petitors freely sell without United States competition in the Com- 
munist orbit. 

Canada and Argentina, two of our close competitors, have been 
making trade agreements with consumer countries. 

An agreement between Argentina and Germany for the purchase 
of agricultural commodities has just been announced. These agree- 
ments can only result in more severe competitive difficulties for United 
States exporters. In any event our primary concern must be for 
the serious surplus problem faced by our farmers and by our entire 
economy. 


CONCLUSIONS AND RECOMMENDATIONS 


A. Conclusions: 1. The so-called revised barter program of May 2! 
1957, intentionally or otherwise, kills the barter program. It is 
= orkable. 

Barter has accounted for over $975 million of direct surplus 
diatoek and is responsible for substantial surplus disposals for cash, 
which except for the impetus of barter would not have occurred. 

Barter, as encouraged by legislative and Presidential mandates, 
has proved to be a sound disposal method. 

4. Barter policy has not received the serious consideration it merits. 
Its history is one of casual, if not hostile, treatment at the policy level 
of the Department of Agriculture. 

The Barter and Stockpiling Division, which administers barter con- 
tracts, is under policy control of the Deputy Administrator of Price 
Supports. 

On the other hand, title I disposals, under the same law, are under 
marketing and foreign agriculture headed by a different Assistant 
Secretary. 

As recommended by President Eisenhower, and enacted by Congress 
in the Agricultural Act of 1956, the Secretary of Agriculture is au- 
thorized to appoint a Surplus Disposal] Administrator. So far as we 
know, no such Administrator has been appointed to analyze and inte- 
grate disposal. 


RECOMMENDATIONS 


1. The May 28, 1957, press release containing certain so-called re- 
visions of the barter program should be rescinded. 

The barter program as authorized and prescribed by legislative 
and Presidential mandate should be effectively implemented and 
should serve, as recommended in House Document 1776 in 1954, as a 
priority disposal method. 

Restrictions circumscribing barter transactions should be relaxed 
with appropriate Government agencies observing whether such e1- 
couragement effectively accomplishes the prime objective of surplus 
disposals. 

This should replace the present trend to jump from hypothetical 
improbable possibilities to the destruction of the barter program. We 
should respect the advice given by Secretary Benson before this com- 
mittee on May 15, 1957, when he said: 


95262—57 22 
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* * * we must beware lest we fly from the known shortcomings of present pro- 
grams to the unknown but possibly greater evils of other programs * * *. 

4. A surplus disposal administrator should be appointed with over- 
all responsibility for proper integration and policy control of disposal 
activities. 

5. In general, the problem of surplus disposal requires a steady per- 
sistent imaginative advance. There is no easy solution and a many- 
sided assault is indicated. These quotations are from President Eisen- 
hower’s recent farm messages. We must avoid precipitous, hastily 
conceived, and poorly planned negative approaches. 

Only by pursuing an aggressive barter disposal program in con- 
junction with other techniques can we make substantial inroads upon 
the plaguing surplus. 

Senator Humpnrey. You have given us very valuable information. 
I notice in the deal with Germany, you state it may make for very 
severe competitive problems for American exporters. 

Your theory is that American exporters, if given an opportunity, 
can find markets for our goods. That is what you are saying? 

Mr. Cociianpro. That is exactly what I am saying, sir. Of course, 
we must realize that a firm must make a profit in some kind of way to 
carry on business. 

If they do not, you cannot sit here and de nothing. 

Senator Humpurey. The windfall that a business may make is the 
result of either a very favorable price on what he is able to purchase 
in terms of the strategic material, better than the agreement, and, 
secondly, interest-free money, is that right ? 

Mr. Cocitanpro. I would like to go further than that. In a barter 
transaction you might have 8 or 10 considerations. It may be a wind- 
fall on ocean freight for example. 

Somebody may have taken a position on ocean freight and it has 
gone down. 

Why would we call that a windfall ? 

Senator Humpurey. So far as I am personally concerned (I al- 
ways reserve the right to change my mind) if the Government gets 
a good price for what it sells, that is the main thing, isn’t it? 

Mr. Coatanpro. That is right. 

Senator Humpnurey. From the Government point of view? 

Mr. Coei1anpro. Yes. 

Senator Humpnrey. If the company that makes the arrangements 
with the CCC gives a good deal to the CCC, in terms of the ¢ ommodi- 
ties which are going to be taken for purposes of trade, and then he 

»yroceeds to make a lot of money, that is not our business, is it ? 

Mr. Coetranpro. That is none of your business. The Government 

ould worry. 

Senator Humrurey. As long as he does not cheat the CCC- 

Mr. Coei1anpro. That is right. 

Senator Humrurey. If he is able to double his money after he has 

id a price to the CCC 





Mr. Coairanpro. That is exactly it. 

Senator Humenrey. It is not really anything to be alarmed about, 
is it? It is something that you might wish might happen to you. 

Mr. Coer1anpro. And Heaven knows, in that respect, when you 
are dealing with the Barter Division, you have to negotiate. 
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I have never seen the Barter Stockpile Division come out with a 
bad deal for the Government. 

Senator Humpurey. When the CCC evaluates what the stocks are 
worth, on what price level does it put its stocks? 

Take, for example, if you go to get some wheat. 

Is that the world price for wheat ? 

Mr. Coertanpro. You better ask that question of the Grain Divi- 
sion. I think the biggest complaint here is that theoretically it is 
supposed to be the world price for wheat. 

But in most cases or in many cases, it is a price above the world 
market. Under these barter contracts, the contractor has to take the 
commodities from the CCC. The price is never below world market 
price. 

Senator Humpnrery. It is never below ? 

Mr. Coeiianpro. Never below. 

Senator Humpurey. However the price of the commodities that 
you are to return is below the total world price? 

Mr. Coctranpro. Most of the time it is below world market prices. 

Senator Humeurey. And the one advantage, among others, that 
you get is the use of money over a period of time for free. 

Mr. Coetianpro. That is right. 

Senator Humpnrey. Rather a good advantage. 

Senator Arxen. Do you think that sometimes the CCC takes that 
into consideration in fixing the price of the grain to you? 

Mr. Coei1anpro. No, sir. 

Senator Humpnrey. They don’t consider that there will be some 
yalue to us if exporters have the use of the money for a period of 
time? 

Mr. Cociianpro. You must realize, to understand the nature of 
these contracts, they are in a way a one-way legal contract. When 
we sign these contracts we are in a manner of speaking, at the mercy of 
CCC. 

We cannot sell a bushel of wheat—cannot sell a pound of any com- 
modity—until we have signed a contract. 

Senator Humpnurey. What percentage of the contract with the CCC 
have you lost money on? 

You do lose sometimes? 

Mr. Coeiranpro. I lost for a small firm like us. Because of the 
pitfalls, I am not blaming anyone, and I wish to point out, I was 
going to follow that up, on a contract we lost $90,000. 

Of course, CCC did not have an interest in that, one way or another. 

As the chairman has mentioned that is our business. 

Sometimes we make money. Sometimes we lose money. We are in 
the business to make money. If we don’t make money we don’t stay in 
business very long. 

I wanted to say further, to qualify that statement in a legal sense 
we are at the mercy of CCC. 

This practice, however, of the CCC has been completely fair. 

Senator Humpnrey. The reason I asked was because you have a 
reasonably good idea of where you can dispose of the commodity 
before you make a contract with the Government. You may not be 
quite sure, but you know places where the Government commodities 
can possibly be sold. 

You have an idea of where you can get some metals or materials 
of some kind. 
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You will have to know how you are going to get the goods to deliver 
to the Government, of course. 

Mr. Coerianpro. You are completely right there. But I want to call 
your attention to a remark we made in here. 

The only sure thing about the commodity business is that it is un- 
predictable. You may have the best plans in the world but the moment 
you sign that contract, the situation might reverse completely on 
you. 

So you do not know actually. You may think you know, but you 
do not know what your fate will be in the disposition of this ‘contract. 

Senator Humenrey. When you make a contract with the Govern- 
ment, you figure on the regular rates for ocean freight. Then you shop 
around and see if you can get somebody to carry the commodity for 
less than what may be the prevailing rate at the time. 

If you are successful in doing that, that is one of the windfalls? 

Mr. Coci1anpro. That is right. That is right. But what I want 
to point out here, what we think is one thing and what actually turns 
out is a completely different thing. 

For instance, we may say, well we think we can get a $10 rate for 
ocean freight. 

Last year ocean freight jumped from $10 up to $22 or $23. That is 
one of the risks. 

This is not a one-way method of making money. 

The Government does not guarantee us a profit. We cannot sell 
until we sign the contract. 

As contractors, we must be compensated, If we are not compen - 
sated we are out of business. 

Senator Humrnrey. Your point is—and I think very well taken- 
that you pay a fair price for the commodity and the ¢ ‘ommodity Credit 
Corporation is supposed to know what it is doing. 

Mr. Coegiianpro. That is right. 

Senator Humpurey. If you make a few dollars afterward that is 
not the Government’s business. 

Mr. Coerianpro. That is right. 

Senator Humpnrey. Or lose it. All you can say is, God bless you. 

Mr. Cocritanpro. God bless you. 

Senator Humpurey. We all got blessed out of that. 


STATEMENT OF IRVING SVERDLIK, SECRETARY, CALABRIAN C0O.., 
NEW YORK, N. Y. 


Mr. Sverpiik. I just wish to say to you that when a company like 
Calabrian makes an offer to the CCC it makes it on a firm option for 
the strategic material but without any options or knowledge of what 
is going to happen to the grain. 

And it may take us months in a very, very fluctuating changing 
world situation to dispose of the grain. 

We do not know where the grain is going. 

We do not know what commodities we are acquiring from CCC 
that stage. 

After the contract is executed, we do not know. 

Long after it we may be in a position to seek to negotiate to sell the 
grain. 
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Senator Arken. You pay storage on it until you sell it. 

Mr. Coerranpro. Up to now we have been able to make our pur- 
chases, I mean after all 

Senator A1rken. You have a limited length of time to move it. 

Senator Humpnrey. If you leave it beyond the length of time that 
you are supposed to take it, you then pay it. 

You have a performance contract, and if you don’t perform and 
bring in the goods, you get a penalty. 

Mr. Coetranpro. That is right. Also if we happen to purchase the 
commodity and we cannot ship it for some reason or other we pay the 
Government storage. 

If we end up making 1 percent profit we are very happy. 

We wish to thank the committee sincerely for giving us this oppor- 
tunity for being here. 

Senator Humpurey. Thank you. I want to insert in the record at 
this time a letter from Mr. J. L. Feely, vice president of Phillips 
Bros. Ore Corp., of 70 Pine Street, New York, N. Y., stating his expres- 
sion and the company’s expression relating to the barter provisions of 
Public Law 480, and his comments on the May 28 Department of 
Agriculture policy statement. 

Also a statement of Cargill, Inc. Also a statement signed by 
Mr. Mullin, of the Louis C. Dreyfus Corp., relating to Public Law 
480 which came in today. 

These all will be made a part of the record. 

I would like to read part of the statement of the Dreyfus Corp. 
The last paragraph states: 





To the best of our knowledge, and basing ourselves on a long record of 
activity in this field, we consider that the barter program as it stood has developed 
and increased use of United States agricultural commodities in conjunction with 
title I and title III provisions of Public Law 480. 

The actual impact of this increased use is hard to ascertain as the world- 
wide import requirements are not a steady factor but are predicated on do- 
mestic crops of each country distributing, and dietary habits. 

Under the circumstances, the experience of the last 2 years is too short to 
enable anyone to draw a specific conclusion but we believe that ending or sharp 
curtailment of this form of disposal of agricultural commodities is premature 
and might affect this country adversely. 


I know Mr. Mullin very well and hold him in the highest regard. 

We feel that his advice and counsel is always worth listening to 
and most of the time worth taking. 

(The letters and statements are as follows :) 


NEw York, N. Y., June 18, 1957. 
Re Public Law 480 
Senator Husert H. HUMPHREY, 
United States Senate, 
Washington, D.C. 

DeaR SENATOR HUMPHREY: We wish to thank you for your letter of June 11, 
1957, and the opportunity to submit the following statement in connection with 
your inquiry into the operation of Public Law 480. 

Our company has held that the barter program, as administered over the 
past few years, has been most effective, improving the general economy of 
this country, achieving improvement of our national strategic preparedness, 
as well as benefiting the economies of the many foreign countries participating. 
The program has resulted in the removal of large quantities of perishable agri- 
eultural surpluses and in the acquisition of materials generally deficient in the 
United States. The program has also stimulated the development of sources 
of strategic metals and ores, and the procurement thereof, on a broad scale. 
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On May 28 of this year, the Department of Agriculture announced a new 
policy under which the barter program would be administered, which, for 
all practical purposes, suspended the program. It has certainly made it im- 
possible for our firm to take any action or move additional surpluses resulting 
from barter transactions. The conditions announced in this release impose 
obstacles that at present are probably insuperable for any commercial house. 

Our company position is one of wholehearted endorsement of the barter pro- 
gram as operative up to May 28, 1957, and as contained in the legislation em- 
bodied in Public Law 480. The program was administered in a businesslike 
way, and, particularly from the point of view of a taxpayer, and was as efficient 
a method for disposal of agricultural surpluses as has been devised by the 
Congress since the initial problem of surpluses arose. We are particularly im- 
pressed with the fact that of all the avenues that Public Law 480 provided, 
the barter program seemed the most efficient. It is also our impression that for 
the purpose of making friends abroad, the abrter program, which gives the foreign 
countries the opportunity to render us a service in return for agricultural com- 
modities purchased from this country, is preferable to foreign aid and other 
giveaway programs. It is our belief that these countries appreciated the op- 
portunity of not being indebted as a gift recipient and have welcomed this busi- 
nesslike exchange and the stimulus to production which the barter program has 
afforded them. 

We are confident that your inquiry into the operation of this exchange pro- 
gram of strategic materials for agricultural surpluses, the plan, moreover, which 
we understood was the clear intent of Congress, will result in resumption of the 
program, as provided in present legislation, under the procedures which made it 
successful prior to recent changes. 

Respectfully, 


Puiuip Bros. ORE Corp., 
J. L. Freety, Vice President. 


New York, N. Y., June 20, 1957. 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
United States Senate, Washington, D. C. 


Mr. CHAIRMAN AND MEMBERS OF THE UNITED STATES SENATE COMMITTEE ON 
AGRICULTURE AND Forestry: In reply to your letter of June 11, 1957, we wish to 
make the following statements: 

You have been good enough to invite us to present testimony regarding certain 
aspects of Public Law 480 based on our experience in this field. 

We are a company engaged in the business of export and import of grain, oil- 
seeds, fats and oils, and sundry commodities, established in the United States 
since the beginning of this century and we are incorporated under the laws of 
New York State. 

As such we have participated to the best of our capacity in all programs de- 
signed by our Government for the export clearance of agricultural commodities 
including those held by the Commodity Credit Corporation, which recently in- 
cluded title III of Public Law 480 (barters). 

Under this program United States agencies acquired strategic materials for 
stockpiling purposes paying them in agricultural surpluses. This country has 
thereby augmented the wealth of the countries originating the strategic ma- 
terials including some underdeveloed countries, in turn channeling this excess 
wealth into disposal of the surpluses, without creating more cash dollar avail- 
abilities, thereby avoiding inflationary trends throughout the world. 

Our feeling is therefore that under this aspect the barter program has in- 
creased the worldwide trade movements, although it is impossible to pinpoint the 
actual individual effects for each country since the transactions are in most cases 
multilateral. 

It cannot be denied, however, that wealth was created by the stockpiling 
program, and thereby an economic yalue put on our agricultural surpluses. But 
whether agricultural surplus sales under the barter program before its recent 
revision were or were not made in excess of what would have been normal dollar 
sales is, in our considered opinion, impossible to answer either in the negative 
or affirmative and, certainly, impossible to prove. 

To the best of our knowledge and basing ourselves on a long record of activity 
in this field, we consider that the barter program as it stood has developed an 
increased use of United States agricultural commodities in conjunction with 
title I and title IT provisions of Public Law 480. The actual impact of this 
increased use is hard to ascertain as the worldwide import requirements are not 
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a steady factor but are predicated on domestic crops of each country, distribution, 
and dietary habits. 

Under the circumstances, the experience of the last 2 years is too short to 
enable anyone to draw a specific conclusion, but we believe that ending or sharp 
curtailment of this form of disposal of agricultural commodities is premature 
and might affect this country adversely. 

Respectfully yours, 
Louis Dreyrus Corp., 
J. F. MULLIN. 


STATEMENT FILED By CARGILL, INC. 


Cargill, Inc., as an exporter and domestic handler of United States grains and 
as an incorporation of United States citizens concerned with this country’s 
responsibility to itself and to the world, is inclined to evaluate Public Law 480 
in these terms: 

1. Has it accomplished an increase in the export of United States grains? 

2. Has it encouraged the freedom and competitiveness which this company 
considers basic to a properly functioning economy? 

3. Has it resulted in the efficiency of operation and effective use of public 
funds which this company believes to be hallmarks of free enterprise? 

We—the management of Cargill—do not, either as a grain firm or as a group of 
citizens, feel qualified to judge the effectiveness of Public Law 480 as an instru- 
ment of foreign policy. We do feel, however, that, if that policy is properly 
devoted to impressing the nations of the world with the workability of social 
and economic democracy, these same three bases of judgment should apply. 
That is—as large a quantity of United States grains should be exported as is 
feasible under the act. Contact by importers of foreign nations with the United 
States should be with private citizens and private firms functioning as com- 
petitive members of a free economy. United States dealings with foreign nations 
should be as efficient and economical as possible. 

The application of these standards will have another effect, not the immediate 
concern of Public Law 480 legislation, but of utmost concern in the long run. 
It will, by minimizing government-to-government negotiations in international 
trade and by making possible the vigorous operation of private firms in this area, 
help prepare for that day when subsidies no longer exist, when supports are no 
longer necessary, and when government no longer participates in commerce, 
either national or international. 


STANDARDS APPLIED TO PUBLIC LAW 480 


Title I of Public Law 480, which provides a means whereby foreign currencies 
can be converted to United States dollars and sales of surplus commodities can 
be consummated, is a worthy effort to meet these standards. We have no hesi- 
tation in making these points: 

1. It has increased substantially United States grain exports by making avail- 
able a workable solution to a specific problem. Without Public Law 480 or some 
comparable means of readily converting foreign currencies to United States 
dollars, only a fraction of this year’s total export could have been accomplished. 

2. Set forth in the phrasing of the act itself is one of the strongest endorse- 
ments of the free-enterprise system to be included in Federal legislation in recent 
years. We refer, in particular, to its injunction to the President, in negotiating 
sales for foreign currency, that he shall “take appropriate steps to assure that 
private trade channels are used to the maximum extent practicable, both with 
respect to sales from privately owned stocks and from stocks owned by the 
Commodity Credit Corporation.” 

3. By enabling the use of foreign currencies obtained under Public Law 480 
to pay for goods and services required by this country on foreign soil, it has 
produced an especially apt solution to many problems of offshore procurement 
and construction. It has, in effect, enabled the exchange of United States sur- 
plus commodities for truly valuable foreign considerations, and has done so 
without resorting to direct government-to-government trade. 


LARGER SIGNIFICANCE 


We are confident, however, that the Senate Committee on Agriculture is con- 
cerned not only with the operation of Public Law 480 within its specific and 
narrow confines, but also with its functioning within the larger phenomenon, 
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which is the totality of grain procurement, handling, merchandising, and export- 
ing. And we are even more confident, having studied closely the tenor and 
meaning of Public Law 480, that the climate in which it is now forced to operate 
is not the climate envisaged by the authors of the law. 

We would urge, therefore, that the committee take this opportunity to define, 
not by legislation but simply by public pronouncement, the overall setting in 
which it would hope to see Public Law 480 function. We feel that such a defi- 
nition would be received gratefully by those agencies responsible for admin- 
istering the law, and we know it would be welcomed by such as ourselves, who 
must operate under its requirements. 


ADMINISTRATIVE RECOMMENDATIONS 


Public Law 480 is implemented by various programs of the Commodity Credit 
Corporation, and can be only as effective or ineffective as CCC’s administrative 
policies. This fact has been demonstrated in the success of GR-345, a CCC 
directive issued in September of last year to liberalize to a degree the adminis- 
tration of wheat export and to return certain export functions to the hands of 
the private trade. 

To the ends that a situation be created that approximates as closely as possible 
free enterprise, that private firms be allowed to conduct themselves as nearly 
as possible according to their own economic decisions, and that the public wish 
for surplus-commodity disposal be accomplished as efficiently and inexpensively 
as possible, we suggest that the committee make these administrative recom- 
mendations: 

1. That a single uniform subsidy for wheat should replace Commodity Credit 
Corporation’s present multisubsidy system under which export is controlled by 
raising and lowering separate subsidy rates at the Atlantic, Pacific, and gulf 
coasts. The single, uniform subsidy, which would apply to all grades and classes 
of wheat at all coasts, would allow CCC by daily adjustments of that single 
subsidy to increase or decrease the total volume of wheat exports, but would 
cause the flow pattern of wheat, both within and without the United States, to 
be determined by supply and demand. 

2. That subsidy-in-kind scrip—received by wheat exporters from CCC to make 
up the difference between supported domestic and unsupported world wheat 
prices—be made redeemable immediately upon consummation of a bona fide 
foreign sale, rather than upon actual export of the wheat in question. If CCC 
requires assurance that export will be made, this could be obtained in the form 
of a bond or letter of credit. 

3. That scrip received for the export of wheat should be redeemable also in 
other surplus grains. Such a policy would recognize the economic fact that 
whereas an export market might exist on a particular day for an original sale of 
wheat, such a market might not exist some days or even hours later for the sale 
of subsidy wheat acquired thereby. It would also recognize that, while wheat 
is in surplus and must be exported with all promptness, other grains are also in 
surplus and should find their way to foreign markets by the shortest possible 
route. 

4. That exporters having scrip in hand should be allowed to redeem it wherever 
in the United States Government surplus stocks are held, be it along a coast or 
at an interior location. Similarly, that sales for export of any Government-held 
grain be made at coast or interior, as best suits the economic judgment of the 
purchaser. In this way, private firms, by exercising their kill and judgment 
in the transporting of grain to export positions, could become more highly com- 
petitive with overseas grain suppliers in pursuit of available world markets. 


BARTER AGREEMENTS 


As a long-range principle, we would like to make clear that—in the light of 
Cargill’s philosophy to accomplish any end by free, private, and competitive means 
rather than through Government control of economic functions—we reject the 
concept of barter as a solution to surplus-commodity disposal. We have reached 
this conclusion because: 

1. We feel that whatever grains are exported under barter could be exported 
just as effectively, and far more appropriately, under legislation such as Public 
Law 480 currency exchange provisions. 

2. We feel that decisions as to when, where, how and at what price grain will 
be made available to fill barter requirements are placed unnecessarily in Govern- 
ment hands. 





POLICIES AND OPERATIONS 337 


3. We feel that the governmental administration required to handle so com- 
plex a matter as barter is overly involved and excessively costly to the public. 

4. We feel that barter, as a way of conducting commerce, does not lend itself 
adequately to accurate financial accounting. 

We understand, however, that under the authority of Public Law 480 and other 
legislation, the principle of barter is not at present up for legislative considera- 
tion, and we are being asked only for an expression of our regard for CCC’s 
initial, relatively liberal form of barter administration compared with its more 
recent, restrictive interpretation. 

In this regard we hesitate to express ourselves on barter as it applies to the 
acquisition of strategic materials for stockpiling in the United States. Instead, 
we refer the committee to the importers of these materials for informed opinions. 

In the area of grain export, however, we are in favor of as liberal an interpreta- 
tion of barter as possible, to the end that private firms may participate with the 
utmost flexibility. This despite the fact that we have no evidence that barter 
either increases or decreases total grain exports. 

As one step toward such flexibility, we suggest that grain that is made available 
by CCC for export as a result of barter agreements be made available without 
further qualification. That is, that exporters entitled to purchase such grain be 
allowed to do so whenever, wherever, and in whatever quantity they desire. At 
present, in contradiction of the economic truism which would have merchants 
acquire stocks of their merchandise in expectation of sale, exporters are made 
to supply the name of their purchaser within 6 days of receiving CCC grain. In 
effect, this requires them to have made the sale before providing themselves with 
the commodity sold. 

Senator Humpnrry. The next witness is Mr. Sabin and with him 
Mr. Friedman and Mr. Hakim and Mr. Crofton. 

Your problems are somewhat similar and 1 thought I would sug- 
gest 4 it we place all three statements in the rec ord in toto and then 
if each of you would like to make some oral comment that fortifies 
your statements, or in any way elaborate upon them, it would be fine. 

How many of you gentlemen have prepared statements ¢ 

Mr. Saptn. We have. 

Senator Humenrey. The other gentlemen want to testify orally ? 

Mr. Sapin. Mr. Pierce and Mr. Hakim are with me. 

Senator Humrurey. I tell you what we will do first, since we have 
your statement here. 

Mr. Sabin, we will come back to you. I would like to ask Mr. 
Friedman if he would like to make some comments and then Mr. 
Crofton and then you, sir. 

Is that agreeable ? 


STATEMENT OF RALPH FRIEDMAN, CHAIRMAN OF THE BOARD, 
STANDARD MILLING CO., NEW YORK, N. Y. 


Mr. FrrepMan. It seems to me in view of the excellent statements 
that have already been presented to you and those that you have for 
the record now, that I probably could serve your purposes best by just 
touching on a few of the general aspects involved here and not going 
into detail and not burdening you with the tremendous raft of the 
detail. 

Senator Humpnrey. No, we know what we mean by title I and 
barter. Nor is it necessary to refer to the May 28 statement. 

We have that—that is commonplace information. 

Give us that which you think would be most helpful, and any recom- 
mendations. 

Mr. Frirepman. When the barter program was first incorporated 
we had taken a rather dim view of it, that is, to go back to that archaic 
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procedure, but I ame here to say that our experience with this—and 
I am speaking now transcending our own business operation—is that 
it has been effective means of implementing American exports of 
surplus products. 

I will simplify this: 

Perhaps I will oversimplify it, but I think this has validity. 

In order to establish and maintain exports of American agriculture 
in competition to the severe threat of other grain exporting and agri- 
cultural exporting countries, I think it is obvious that you have to 
make this of interest to people to go out and sell it. 

When we as a firm or the other gentleman here representing grain 
firms, enter into a barter contract we take on an obligation to dispose 
of commodities. 

And this obligation is one that we cannot walk out on at all. We go 
to work on it. And we export it. So it is not a simple or an easy thing 
to do. 

The only way in our experience that this can be done, it seems to me, 
is to make it a responsibility, as the barter program does, of respon- 
sible grain firms. 

I want to say so far as my own company is concerned that we are 
heavily involved in many aspects of the grain storage, and milling 
industry, et cetera. 

I feel that there is a degree of impartiality in what I say, because 
our interests are both in storage in this country as well as in trading 
and export from the United States. 

Senator Humpnrey. You do cash sales on an export basis? 

Mr. Frrepman. Yes. We are in all ee of this thing. 

Senator Humpnrey. It is very important that we get this down 
from the witnesses because the main argument against “barter by the 
Department is the interference with cash sales. 

Mr. FrrepMan. We are very much involved in the cash-sale business. 
Also, I would say that we are large storers of Government-owned 
commodities in this country. 

If I may speak and put out some thoughts of my own. I don’t 
want to pontificate about this but I want ‘to come to the point. It 
seems to me that the United States is undertaking really enormous and 
often conflicting responsibility. And one of the areas of our problem 
is to dispose in as orderly a fashion as we can without violating the 
norms of procedure of other nations this growing surplus which con- 
stantly replenishes itself. 

If the United States were to institute a policy of dumping which 
would provide many headaches, that would transcend the question of 
just what balance- sheet profit or revenue you might have, or the Agri- 
culture Department will have on the total operation of price supports 
here and for commodity storage. 

I think that the barter program which as I say I started out by 
having great skepticism about, I think has been effective. I think it 
continues to be an orderly procedure for moving commodities in very 
sizable quantities. 

I would say one further thing, that is that as far as our company 
is concerned we would be glad to make available the amount of earn- 
ings out of barter. They are very modest by any standard—a very 

modest percentage of the total involvement of the risk. 
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I will tell you, also, one thing on behalf of the so-called free inter- 
est ride. This is a form of payment for service. I don’t want to 
confuse the issue. This is where you make some money. It has merit 
from the standpoint of the United States Government, it seems to me. 
That is that it puts a pressure on the exporter to get moving and to do 
something. And to really do the job. 

We have that pressure. W hile I like to think we have a very effi- 
cient organization there are a lot of things that can happen. 

That is the sum and substance of what I want to say. There were 
other aspects of this subject that perhaps would be worth touching 
upon but I think your schedule is so crowded that I would be doing 
you an injustice rather than a service to go into a lot of these details. 

Senator Humenrey. You are very considerate and very helpful. I 
want to say to you, and I say to all others, that it may be necessary 
later to join some of us when we get into this i in more detail. 

I consider this first stage as a general review of Public Law 480 and 
its operat ion. 

We are going to have the Department of Agriculture here on this 
barter program. 

They are going to have to answer some questions. 

And then after that is all through we may want to take a replay with 
some of you. 

I think it is to the advantage of the country and of the industry. 

The next witness without prepared statement is Mr. Crofton, I 
believe. 

Would you like to give us some of your observations? 


STATEMENT OF CHARLES B. CROFTON, PRESIDENT, CROFTON 
GRAIN CO., NEW YORK, N. Y. 


Mr. Crorron. Thank you for inviting me here. I have spent 45 
years in the grain business. I served six times as president of the New 
York Produce E xchange. It is a grain exchange, but we have ocean 
freight in that, and is the largest export grain exchange in this 
country. 

Senator Humrnurey. So you have been interested in cash sales? 

Mr. Crorton. I have been interested in that all my hfe. I am 
really amazed at this question that comes up about disposing of barter, 
because I go back a number of years when we shipped grain from the 
port of Philadelphia to Antwerp and had to return it to the United 
States because it could not be sold there—no market for it. I believe 
that this barter business has done a great deal to dispose of these 
surpluses. 

[ have been down here many times appearing before different com- 
mittees in connection with the grain business. Every time we come 
down it is the question of disposing of surpluses. We should sell the 
grain and get it out of the country, before Canada starts $698 million 
worth of agricultural commodities through barter. I think that is 
terrific. Why anyone should bring up the question of trying to stop 
it, it seems to me that boys—they are all nice fellows—they do not 
understand the grain export business. That is a very, very, very risky 
business. We have had quite a little to-do with barter lately. When 
a grain exporter takes on a contract, a metal firm comes to a grain 
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exporter and they say, “We are going to try to sell the Government $25 
million worth of strategic material. Will you assume the obligation 
of exporting the g “ain?” We say, “Yes, we will, but we w ant some 
money for doing that.” 

“Ww e'll give you 11% percent as an allowance for you to export that 
grain.’ 

That 114 percent is used by an exporter this way: He must buy that 
grain from the Government, from the CCC. 

I am sorry Senator Aiken had to leave. You brought up the 
point that you pay the full price. You pay not only the full price, 
but more than the market price—the free market price. I will give 
you an example. On this recent deal made with Brazil for 250 ,000 
tons of wheat, the trader had to buy from the Government, from C ( C, 
and they had to pay them 6 cents a bushel over the free market price 
for wheat. 

The free market price for wheat, Senator, means what you can 
buy in the free market. For instance, go into a port like New 
Orleans; they could not do that. They must buy from CCC, and 
this point about making the interest on the money—that interest on 
that money can very well be wiped out by having to pay that premium 
for the grain. At the time of the contract you must buy the grain 
or take it from the CCC—like hard winter wheat, for which there 
may be no world demand at all. 

But you must take that, and then you must pay the storage on it. 

Senator Humpurey. I am delighted to get this information. Let 
me say that I do not want to be partisan in this at all. I have some 
views about it. We are going to write a report, and we are going 
to have something to say that will not be very fuzzy. It will be right 
direct down the line. 

Mr. Crorron. Let me give you this example 
Senator Humpurey. I think it is good to have the public understand 
this. 

Mr. Crorron. Let me say something else. 

Senator Humpurery. Well, we will try to write a constructive report. 

Mr. Crorron. A man who is not very familiar with the grain ex- 
oe business called me one day and said, “I have an option to buy 

rain from the Government for $100,000.” “You have it on the basis 
of the Government’s price, but you can buy that wheat at Galveston— 
you can buy it out of New Orleans 10 cents a bushel less.” If he takes 
it from the Government he has to pay that price. That is something 
that has not been brought out. That is very important. 

It can be checked, of course. You do have to pay these prices. 

Senator Humpnrey. The main argument, Mr. Crofton, that has 
been made by the Department is what I want you men primarily to 
direct your attention to. It is not that barter is undesirable as such, 
but that barter has interfered with the cash sales of agricultural com- 
modities. In other words, all you are doing is taking ¢ grain from here 
and making some kind of a deal with an exporter on a barter arr ange- 
ment, when in fact that exporter would have sold the commodity for 

cash anyhow, so why be fooling around here with the CCC, having 
to take in strategic materials as part of its payment? That is the 
argument. That is the one to which you gentlemen can direct your 
comments primarily, because this is what the M: ay 28 directive refers 
to, and this is where they are standing. 
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I know; I have talked to them. I do not know whether they are 
right or wrong. 

Mr. Crorron. The people who made that statement just do not 
understand the export business. 

Senator Humpurery. Have you been up to tell them so and talk to 
them about it? 

Mr. Crorron. What is the use? Their mind is made up. He has 
made up his mind. He 

Senator Humrurey. What is Mr. Richards’ background ? 

Mr. Crorron. He never was in the grain business. The first time 
I talked to him about grain, he said he ‘didn’t know anything about it. 
He is a nice fellow, I want to say here; I have a specific deal that I 
was connected with. We hada Gevsiean representative come to visit 
us, and they wanted to sell ferromanganese to the Government. 

So I came down to Mr. McConnell, who was Assistant Secretary of 
Agriculture—a fine gentleman. 

Senator Humpnrey. I agree with you. 

Mr. Crorron. I said, “I “d like to'make the deal. Three hundred 
thousand tons of wheat in exchange for that manganese.” We nego- 
tiated for months. We had to get the price of the ferromanganese 
down to meet the French price of it, which was cheaper. We made 
the deal, and the 300,000 tons of wheat for export. It is 214 years 
ago. That 300,000 tons of wheat, if it stayed in this country, has a 
$5 million storage charge on it. That is $20 million. 

If you save $5 million on $20 million worth of wheat—lI was looking 
at these figures that Mr. Cogliandro had—how much would be saved 
on 648,000 in storage charges and interest and such—it is fabulous; 
it is terrific. 

Here comes a situation where Canada has 700 million bushels of 
wheat carryover. They would not sell the wheat, they wanted to 
get higher prices for it. They did make some deals with Poland. In 
this barter situation when it came up, we are supposed to be careful 
not to offend Canada, you know. It has 700. Now that is a million— 
250 million—wheat they will have on their hands, and the new Prime 
Minister in there. He will look at the situation and say, “How about 
getting rid of this wheat?” 

So we are going to find, I am convinced—this is my opinion—that 
Canada is going to sell it. Here we are with a billion bushels. We 
now have 960 million bushels of wheat, and the prospective crop is 
971 million, which gives us 1,931 million bushels of wheat. Then the 
oe consumption is 650 million. So we will have 1,280 million 
of whea 

Should not barter be extended instead of being discontinued in 
order to get rid of this surplus of wheat, without dumping it in the 
world market, and then getting into a mess maybe again with Argen- 
tina or Canada ? 

Senator Humrnurey. Under barter you do not dump? 

Mr. Crorron. You do not. You take something back, and you 
take something back for it, I repeat. I do not know of any finer deed 
than this barter deal. I am not terribly interested in it, but I do 
have an interest in what goes on in the grain business. When you can 
buy and sell a grain and ‘get paid for it, and get it out of storage and 
keep it from deteriorating, and then take a cheap article of str: ategic 
material, that is a good business deal. 
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Senator Humpurey. I am impressed. I wanted to be very candid 
with you—and the Department representative is here—I have been 
concerned about the program for a long time. I have never had 
quite this much information about it. 

Mr. Crorton. I don’t want to take up too much of your time. I 
want to mention another point. When a firm like Bunge Corp. made 
this deal, that was a terrific deal. 

When you think that you can build those houses over there and 
roads and everything for the United States Army, and Bunge at that 
time took that deal and assumed the responsibility of getting rid of 
$50 million worth of agricultural commodities, that is a big thing in 
the headlines—especially in view of the fact that at that time there 
was not such a demand for commodities. 

Why not sell this to the cotton people, I said to them? We sold it 
to the cotton people at 1 percent discount, which would enable them 
to compete; the same thing applies to grain. When the grain dealer 
takes on a deal, say, for 114 percent discount, and they find that they 

can’t sell the grain, that house then resells that. And, generally speak- 

ing, an exporter who has that 114 percent discount against a barter 
dea al, he then buys from the Government and offers that deal abroad at 
a discount under the Government price. If you went along and gave 
every buyer in Europe the Government price, we will say, like for 
wheat $4.80 a bushel, no buyers would buy it; they want something 
with a fluctuating figure in it, where they can make some money out 
of it. 

So when you take over three-quarters or 1 percent, the man is not in 
a position to do that; he must pay his expenses abroad. And I am 
definitely convinced that this barter business has increased our ex- 
ports, and the exporter goes into all kinds of things under this barter 
program. 

What do you expect the barterer todo? You can’t sell under Pub- 
lic Law 480, title I—that is foreign currency, not for other funds. 
What are you supposed to do with it ? 4 

What some of the exporters do is they sell in the foreign currency 
and then exchange it for dollars. We take that risk of being able to 
get rid of the sterling. Sterling may go way down. But that is the 
duty of the grain exporter—an ‘international grain exporter. 

On the other hand, they handle things like this in different coun- 
tries, and freight and everything else, which helps this whole business. 
But the boys in the Department do not understand it. 

Senator Humpurey. What is your name? 

Mr. Woopiine. Francis A. Woodling. 

Senator Humrurery. Do you have an advisory committee of the 
exporters to Mr. Richards and Mr. Berger? 

Mr. Woopiine. Not to my knowledge; no. I do know that the 
exporters have frequently called—a committee of exporters have 
called upon Mr. Richards in respect to matters. We have no perma- 
nent committee in the Department that I am aware of, to meet with 
exporters on this particular matter. 

Senator Humrurey. It seems to me, when you have men that are 
in the exporting business, as a lifetime procedure and a profession 
that they know the ins and outs of this business so much better than 
anybody else, it is almost a pity. 
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Mr. Crorron. When Mr. McConnell was there he would say, “Come 
on down and talk things over.” And here is one thing I wanted to say 
today in the record. That is about the 300,000 tons of wheat to 
Germany. 

The boys in the Department said, “You would sell it to Germany— 
how?” They have sold it to Germany—Argentine wheat was cheaper. 
But the German firm that we dealt with arranged through the Ger- 
man Government to make that special deal, because they were export- 
ing ferromanganese. It was a beautiful deal. 

Senator Humprurey. The German firm was interested in that? 

Mr. Crorron. Yes, sir. 

Senator Humernrey. I could ask you a lot of questions. I am very 
sorry that Mr. Berger and Mr. Richards are not here. I may want 
you to come down, and we may want to have a hoedown here. 

Thank you very much. 

Mr. Gunes Taal you. 

Senator Humpurey. Now we go to Mr. Sabin. 


STATEMENT OF SAMUEL H. SABIN, VICE PRESIDENT, CONTINENTAL 
GRAIN CO. 


Mr. Sasrn. Our statement is very brief and almost totally to the 
point. In our view the availability of the resumption of the barter 
program as previously operated is in the interest of the export busi- 
ness, and does increase export sales. 

In other words, we take the view that barter transactions result in 
replacing dollar sales or so-called 

Senator Humpurey. You are in dollar sales business, too / 

Mr. Sastry. Yes. 

Senator Humpurey. You sell grain for dollars? 

Mr. Sasin. Public Law 480 and the ICA and normal cash—outside 
of that they all flow along in one stream. And in our view the barter 
is a very healthy and useful adjunct and supplement in the entire 
volume of export business which goes on from day to day, almost hour 
to hour. 

Senator Humpurey. Under a cash sales transaction without any 
barter business involved, are you likely to make more profit from a 
regular cash sale than from a barter sale, or vice versa ? 

Mr. Sain. Actually, 1 would think it would be very difficult to 
draw any comparison as to the profit on those two respective sales, 
because your transaction is getting involved with futures, and de- 
layed deliveries, and you finally end up and you are working on 
volume and not too much and on small categories, and it is difficult 
to separate as being dollar sales or barter sales or Public Law 480. 

Senator Humpurey. You ultimately deal in cash, anyway; one 
way or another it is a cash sale for you? The Department’s con- 
cern is that they ultimately end up owning some metals or some stra- 
tegic material and no cash. 

Mr. Sapsrn. Yes, sir. 

Senator Humrurey. As was stated here by Senator Aiken, the CCC 
has its assets frozen, so to speak, and has its loan funds committed, 
and no way to dispose of the properties that it holds ¢ 

Mr. Saprn. We think the barter program gives the degree of flexi- 
bility in operating from day to day, that is really the intent of 480, 
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and Mr. Pierce, one of our traders in New York, has had experience 
both as a buyer on the European side and a seller on the American 
side. Perhaps he could give you an example. 

(Mr. Sabin’s prepared statement is as follows :) 


Your invitation of June 11, 1957, extended to us the opportunity of expressing 
our views on the barter aspects of Public Law 480. We are pleased to accept 
the invitation. 

As you know the barter program of CCC was suspended late in April for re- 
evaluation. During the period of reconsideration this company wired Secre- 
tary Benson on May 13, 1957, as follows: 

“We refer to the barter program now under review and urge you to continue 
it by drawing your attention to the fact that since its inception under Public 
Law 480 the barter program has aided in the disposal of United States surplus 
grain for free dollars to friendly foreign markets particularly where such grains 
have competed with similar types from other exporting countries. We do not 
share the opinion that the majority of sales of surplus grains under barter 
agreements have replaced sales for free dollars which would have been made in 
any event. The normal procedure has been for grain exporters to take on long 
positions of barter funds with their attendant obligations to sell and export sur- 
plus agricultural commodities (in many cases limited to grain only), and their 
attendant market risk, which have had the effect of causing the exporter to be- 
come more aggressive abroad in order to liquidate these obligations and risks. 
Obviously such an aggressive policy has resulted in sales of United States sur- 
plus agricultural commodities which, in today’s existing buyer’s market, might 
well have gone to other competing countries. The barter program would seem to 
be the only opportunity afforded the grain trade to retain and expand its free 
dollar markets for United States grains. This goal is incapable of achievement 
as effectively under other existing disposal programs, due to the reluctance of 
many governments to accept the obligations imposed upon them by the inherent 
requirements of these programs.” 

Subsequently on May 28, 1957, the Department of Agriculture announced re- 
vised requirements for the resumption of the barter program. The basic prem- 
ise of the revised requirements is that proof satisfactory to CCC must be pre- 
sented to the effect that each barter contract results in a net increase in exports 
of the agricultural commodity involved. This premise is apparently based on 
an assumption that under the previous barter program, the agricultural com- 
modities sold in world markets would have been sold for dollars in any event. 
The principal reason for this assumption seems to be the fact that agricultural 
commodities originating from barter contracts have been sold to certain Euro- 
pean countries financially able to pay dollars. 

This hardly seems sufficient grounds for cutting back on the legislative intent 
of title III, of Public Law 480. It is a natural result of the barter program that 
the sales of the agricultural commodities obtained through barters would be 
sold for dollars or currencies readily convertible into dollars since the counter- 
part strategic material must be paid for by the grain exporter in dollars. 

Furthermore, we are of course confronted with the problem of exportable sur- 
pluses from other countries which are purchased by the very same buyers able to 
pay dollars for our own surpluses, and these foreign buyers are acutely con- 
scious of any price advantage. While CCC attempts to keep its export prices 
competitive, there are times when the availability of surplus commodities ob- 
tained under barter permits the trade to make export offers and effect sales 
which would otherwise be lost. 

In practice this company, and we believe the grain trade generally, has never 
hesitated to forego any possible barter advantage accruing to itself in order to 
effect sales which would be lost by the United States to other exporting coun- 
tries if based on CCC’s published price. 

Thus in our view, USDA has failed to establish its main premise and the Sec- 
retary should continue to exercise the barter authority which the law states is 
“in addition to other authorized methods and means * * *”. A barter which 
effects the delivery of a valuable strategic material, which is durable and eco- 
nomically storable, and which furthermore assures the exportation of an equiv- 
alent value of a perishable United States surplus agricultural commodity would 
seem most advantageous to the United States Government. 

In addition to the restriction resulting from the main premise cited above, the 
USDA has also imposed other restrictions which place undue burdens on the 
effective operation of the barter program. 





Ce eae ee ae Se PY 


‘oO 


ld 


he 
he 


POLICIES AND OPERATIONS 345 


We will not discuss these restrictions in detail as it appears the main conten- 
tion is whether or not barter is an effective means of increasing exports of 
agricultural commodities. If our view is accepted, then the restrictions should 
be drastically modified or eliminated in order to make the program effective. 
Experience has indicated that the operation of the program prior to the May 28 
revision was successful. It is our plea that such a program be resumed. 

It is significant that since the announcement of the revised barter program, 
no transactions have been consummated. Having carefully reviewed the present 
requirements, we can only conclude that their continuance will make the barter 
program virtually unworkable. 

The consideration of our views will be appreciated. 


STATEMENT OF EDWARD W. PIERCE, VICE PRESIDENT, 
CONTINENTAL GRAIN CO., NEW YORK, N. Y. 


Mr. Pierce. Mr. Chairman, your specific interest seems to be in 
whether barter does interfere with formal dollar sales. 

It may be that my experience of many years in the grain trade in 
Europe is an advantage in this case as it seems to me that only by 
following the operations of a buyer can we fully understand the value 
of the barter program in making sales to free dollar buyers which 
otherwise might well have gone to a competing exporting country and, 
thereby, substantiate our content on that this program does, in fact, 
result in an increase of exports of surplus grains. 

Suppose we take an example of a miller in England who requires, 
say, 10,000 tons of wheat. Having dollars available, he is in a position 
to cover his requirements from any seller, for example, France, Italy, 
possibly Russia, certainly Australia, the Argentine, Canada, or the 
United States. 

He therefore requests his broker or suppliers for offers of the above- 
mentioned quantity and in due course will receive prices for wheats 
of almost all of the above origins. 

He then compares all the prices, adjusting for quality where neces- 
sary, and let’s assume that he finds that Argentine wheat is the 
cheapest, with, say, United States wheat about 1 cent a bushel higher. 
After negotiating, he then will buy the cheapest wheat which in this 
case would be of Argentine origin. In such a set of circumstances 
this sale would have been irretrievably lost to the United States. 

Nevertheless, with but a small price reduction this inquiry could 
have been filled by United States wheat instead and this reduction 
could have been made by applying all or a part of the barter advan- 
tages in order to cheapen the United States wheat. 

An exactly similar situation obtains in, for example, barley where 
those buyers with free dollars again have access to supplies of this 
commodity from other origins, notably North Africa, Iran, Iraq, 
France, Canada, Australia, and also Russia. Here, again, our ability 
to reduce CCC price of barley might well result in our selling a quan- 
tity which otherwise would have been sold by, for example, Russia. 

I may conclude by saying that our daily flow of cables from all over 
the world is constantly reporting sales to free dollar buyers, of all 
types of grain, from a large number of exporting countries—all com- 
peting violently for the favors of these buyers; and it is possible that 
many of these sales could have been made of United States surplus 
grains instead, with a price reduction sometimes very minor in nature. 

Senator Humrnrey. Very good. A very helpful analysis. 
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Mr. Pierce. These comments go to the fact that we feel that the 
CCC is not fully competitive in its price control at all times. 

As Mr. Crofton stated, when that price is known the trading advan- 
tage arises if you can do a little better than the published price, isn’t 
that it ? 

Mr. Crorron. Yes. 

Senator Humrpurey. You feel that you get that kind of flexibility by 
the barter program ? 

Mr. Saprin. Yes. 

Senator Humrurey. Any other comments? 

Mr. Friepman. May I make one additional comment ? 

I spoke about the problem that the Department of Agriculture is 
faced with, having liquid resources, having them frozen, and having a 
stockpile, commodities here. I think this is something that it might 
be well to clarify a bit. Certainly, it is beyond the province of the 
barter brokers or the grain exporters here. But from a govermental 
standpoint it seems to me that this is a blot on the face of the program 
of disposal of agricultural surpluses. It really does not belong here. 
That probably is a separate problem. 

It is problem of whether or not the strategic materials may go into 
the stockpile or not. It isnot really a problem. 

Senator Humpnrey. Itisa bookkeeping problem. 

Mr. Frrepman. I mean this is really outside of the logic of this 
form of disposal. If these materials are desirable for the general 
public purposes of the United States, defense or other purposes of the 
United States, then whether the Congress appropriates money for 
them or they through this program here, it seems to me is not material. 
If the course of this program is a useful instrument, created for the 
disposal of agricultural purposes, that is all to the good. Let me say 
parenthetically, I do feel that part of the expense of defense of the 
United States is having available in time of crisis whether war or 
otherwise, having sources of strength such as food and other strategic 
euace 

I do not think that anybody can successfully downgrade the stock- 
pile program by simply pointing out the obvious. Who knows what 
you really need for a war of unknown dimensions and unknown time. 
The problem is a vast one; it is a terrifying one. It is a problem that 
we have to deal with in reality, and not on a psychological plan. I 
think the problem the Department of Agriculture is faced with 
ought to be brought out quite openly, as not particularly just a 
pr oblem of that Department. 

Senator Humrurery. I wish to goodness we could get more thinking 
like that. Let me assure you, not “to your pleasure but to your dismay 
there is a tendency in government to look upon one department as 
if it were the sacrosanct, the “sacred cow,” as to speak. We find 
examples, for instance, in the Department of Defense, where the Navy 
Department has decided that certain machinery is no longer neces- 
sary, and therefore it is declared surplus. And so help me, another 
department is buying the same machinery—and not buying it from 
the Navy. I use the Navy merely as an example. I have been on the 
Committee on Government Operations for 814 years, and I know a 
little bit about surplus disposal. You get the feeling here somehow 
or other that we are all separate. They will talk about the executive 
branch as if that was off in Ubangi some place, or vice versa, when 
in fact we are all supposed to be serving the people. 
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Mr. FrrepmMan. That is right. 

Senator Humpurey. I went through an argument on the rules of 
the Senate, and the rules of the Senate become more precious than the 
quoted Scripture of the Constitution of the United States. It is a 
matter of relative value, I grant you. It depends upon where your 
feelings are. But this is a problem which is characteristic of the 
people who have responsibilities. 

The Secretary of Agriculture gets harassed because of the opera- 
tions of the Department of Agriculture. I pay him tribute for that, 
justifiably I think. He wants to show a good accounting or budget 
picture, and the next department wants the same thing. It is like 
cleaning a room by shoving all the dirt into another room. 

Mr. Sapin. As part of your statement, may I include an inquiry 
we received from Senator Schoeppel in May 1956? 

Senator Humpurey. We will include that, and we are very happy to 
have it. 

(The correspondence referred to is as follows :) 


WasHInerton, D. C., May 10, 1956. 
CONTINENTAL GRAIN CO., 


New York, N. Y. 

GENTLEMEN : I Wish to ask your advice and comment on a problem involving 
exports of United States farm products. 

The Congress of the United States enacted the Agricultural Trade Develop- 
ment and Assistance Act of 1954 in an effort to reduce the surplus of farm 
products, to use them constructively, and to help create continuous and expanded 
foreign markets. Initially $700 million was authorized to implement the sale for 
foreign currencies. In 1955 this authorization was increased to $1% billion. 
This authorization is now exhausted and the Congress is about to consider an 
extension and enlargement of the program. 

The act has been a subject of some controversy since 1954. As an aid to me and 
my colleagues in formulating a position on the extension and enlargement of the 
act, I would appreciate receiving from you an evaluation of the program from 
your standpoint. Your comments with respect to the effectiveness in achieving 
its objectives, its economic impact on this and foreign countries, and its admin- 
istration, would be particularly useful. It would be helpful to have these 
comments as early as possible. 

Let me thank you in advance for your cooperation. 

Sincerely, 
ANDREW F. SCHOEPPEL, 
United States Senator. 


New York, N. Y., May 16, 1956. 
Hon. ANDREW F. SCHOEPPEL, 
Senate Office Building, 
Washington, D. C. 


Drak Senator: In reply to your favor of May 10 the following is, in condensed 
form, the view which this corporation takes of the effectiveness of Public Law 
480. 

It is our opinion that the act has been a most useful instrument in promoting 
the sale of surplus agricultural commodities. We arrive at this conclusion on 
the basis of the results accomplished during the last 2 years, an analysis of its 
functions and the specific means authorized by the act to promote the sale of our 
surpluses in addition to what can be sold against payment in dollars. 

We will review each of the three titles of the act separately. 


TITLE I 


In essence this provides for the sale of agricultural surpluses by payment in 
foreign currencies. These currencies accrue to the credit of Commodity Credit 
Corporation and can be used for a variety of purposes stipulated in the act. 
Transactions under this title have a two-sided advantage; namely, (1) the dis- 
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posal of agricultural surpluses which cannot be sold against payment in dollars 
and (2) aiding the economy of the recipient countries. 

We are aware of the fact that there are in Congress and in the Department of 
Agriculture certain groups and individuals who believe ‘that considerable part 
of the surpluses disposed of under title I could also be sold against payment in 
dollars. With some minor exceptions, which may be on the border line, we do 
not agree with this contention. Even if the United States were the only holders 
of surplus agricultural commodities, we still feel, for various reasons which we 
will explain hereinafter, that we cannot sell our surpluses at will against pay- 
ment in dollars. 

The unfortunate fact is that many countries in need of food and fiber simply 
do not have dollars available for this purpose, nor can their economies generate 
dollars in sufficient volume, by export of their products to the United States or 
other hard-curreney countries. 

The above-described situation is a theoretical one of surpluses available only 
in the United States. The actual facts, of course, are far different. 

We shall confine ourselves to grains as these are the commodities in which we 
specialize but, in general, the argument applies to all agricultural surpluses with 
the only variation that there are different competing countries for each com- 
modity. As far as grain is concerned, there are vast surpluses in Canada, Ar- 
gentina, and Australia. Other less important producers appear every year which 
are anxious to dispose of surpluses, such as Turkey, North Africa, occasionally 
France—which this year will have no wheat to sell but will have a large exportable 
surplus of barley. Therefore, the importing countries are in a position to draw 
their requirements from several countries. 

You are familiar with the fact that innumerable trade agreements exist be- 
tween importing and exporting countries which, basically, provide for an inter- 
change of commodities—usually up to a specified figure annually between the 
contracting countries. For instance, in a trade agreement existing between 
Argentina and Germany, Germany undertakes to purchase X dollars of agricul- 
tural products from Argentina, and Argentina commits itself to purchase from 
Germany the same value of manufactured articles. In this manner Germany 
creates a market for its industrial products, which is immensely important to the 
development of the economy of the country and, at the same time, acquires some 
of the grain needed for consumption by its population. Another example is the 
recent trade agreement signed between the U. S. S. R. and Canada. 

The trade agreement route—so widely in use by most foreign countries—is tra- 
ditionally objectionable as far as this country is concerned, but we are realistic 
enough to recognize that it has become an important feature in international 
trade. Nothwithstanding United States of America opposition to this type of 
trading, it will in all likelihood continue to be used extensively. 

It is obvious from the above that the United was practically forced to devise a 
means of selling agricultural surplus commodities against payment in foreign 
currencies unless this country was prepared to abandon the majority of food- 
deficiency countries as takers of our surpluses. 

Our conclusion is that title I has accomplished a most useful purpose and 
will continue to do so if Congress appropriates additional funds for the imple- 
mentation of the act. 

TITLE I 


The basic considerations behind title II of the act are of a humanitarian nature 
and, in its application, has served to bring relief to countries in emergency situa- 
tions, which is eminently in the American tradition and of which we have just 
‘ause to be proud. 

We are not positive whether the $300 million provided under section 203 has 
been exhausted but, in any case, sufficient funds should be provided so that the 
purpose of title II can be carried forward without interruption. 


TITLE III 


This is usually referred to as the barter provision of the act and, generally 
speaking, enables the Commodity Credit Corporation to dispose of surpluses, 
tcking in exchange strategic materials which are needed by this country for stock- 
piling purposes, and which cost less in storage charges and are less subject to 
deterioration and spoilage than is the case with agricultural commodities. 

It is our belief that title III has been a useful additional instrumentality in 
accomplishing disposal of surplus commodities, saving storage charges, and ac- 








POLICIES AND OPERATIONS 349 


quiring strategic materials. The results of the last 2 years are encouraging, and 
we are convinced that the majority of commodities bartered under this title 
could not have been disposed of under title I or against payment in dollars. 

This statement is based on our judgment of the nature and the circumstances 
of the barter transactions concluded in the past and others which are now con- 
templated. As an example, there have been cases where the country exporting 
the strategic materials was willing to assume the obligation of importing agri- 
cultural commodities beyond its immediate need because of the advantages 
accruing to its economy in making these shipments. The importance of doing 
this has far outweighed the problem of absorbing the agricultural surpluses in 
excess of normal needs or of refraining from purchases from other surplus- 
producing countries. 

It may be of interest to mention here that other exporting countries have been 
able to dispose of enormous quantities of grain to the U. S. S. R. and satellite 
countries—principally Poland, Czechoslovakia, and Hungary. The United States 
cannot participate in this trade because of provisions such as section 304 of 
Public Law 480 and the policy not to permit exportation of any Commodity Credit 
Corporation stocks to these countries. Canada has done a very large export 
share of this business due to the fact that, through the Credits Insurance Cor- 
poration, it grants credit to applicant countries, including the satellites, for a 
period of 1 year up to 85 percent of the value of the grain exported. 

Summarizing, we feel strongly that Public Law 480 and each of its titles is 
deserving of extension and enlargement. Any interruption or cutback in its 
operation will correspondingly decrease our exports of agricultural surpluses. 

We hope that the above will be of some use to you. There are many details 
of the operation of Public Law 480—each of which adds to the value of the act— 
but which we have not discussed since such discussion undoubtedly would exceed 
the scope and purpose of your present inquiry. 

Respectfully yours, 





CONTINENTAL GRAIN Co., 
W. C. ScHILTHUIS, 
Executive Vice President. 


Senator Humpnrey. We will now hear the gentleman from the 
Bunge Corp. 


STATEMENT OF GEORGE CURTH, ASSISTANT TREASURER, BUNGE 
CORP., NEW YORK, N. Y. 


Mr. Curru. Concerning the specific question that you brought up, 
I would like to read my paper, which contains a paragraph on that. 

I am George Curth, assistant treasurer of Bunge Corporation of 
New York, exporters of grain and other agricultural commodities. 
We have had considerable experience in the export of commodities 
under the provisions of Public Law 480 and the barter program. We 
feel that the problem of sales for foreign currencies and the relief 
aspects of this law have already been carefully and completely cov- 
ered by your committee and shall confine our brief observations to the 
barter program. 

We are in favor of the basic idea of exchanging perishable surplus 
agricultural commodities for nonperishable strategic materials which 
‘an be stockpiled indefinitely at a minimum of storage cost and rep- 
resent a valuable asset in an emergency or for subsequent use by 
American industry in the face of our rapidly diminishing natural 
resources. 

_ We are of the opinion that the barter program as originally estab- 
lished effectively contributed to the increase in the overall export sales 
of our burdensome agricultural surpluses. 

It has lately been contended that exports under the barter program 
have replaced sales which otherwise would have been made for free 
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dollars, but we do not agree with this view. We believe that the 
incentives offered by the barter program have resulted in increased 
sales of United States grains. 

Without this program, many such foreign sales would not have 
been made from this country, but would have been made by compet- 
ing countries. It is, of course, difficult to demonstrate this on any 
particular sale, but we are of the firm opinion that the overall increase 
in exports from this countr y during the last few years can, to a great 
measure, be attributed to the barter operations. 

This program has provided an opportunity for the exporters to 
expand their markets for United States grain in the face of a buyers’ 
market throughout the world caused by increased food production 
by competing countries. 

An important factor in the program is the commitment by the 
exporter to sell the agricultural commodities within a given period of 
time. This represents a substantial risk to the exporter, demanding 
an aggressive sales policy in today’s buyers’ market in order to fulfill 
such commitment. 

The new program, as revised on May 28, unfortunately, has so many 
restrictions that its effectiveness appears extremely doubtful. The 
exporter is required to make a number of important determinations 
and accept certain obligations in advance of the commitment under 
the barter contract which are in most cases impractical, if not impos- 
sible. 

For example, it requires the designation of the particular commod 
ity to be exported and the specific country of ultimate destination 
to be named in advance. In the case of almost all the major import- 
ing countries, it requires that a showing be made that the specific sale 
will result in a net increase in the total United States exports to that 
country, whereas it is virtually impossible to substantiate the fact 
that any particular sale results in such a net increase. 

The present regulations further require that the exporter provide 
assurances that the commodity will not be resold by our purchaser 
abroad to any other country even though friendly. This restriction 
is such an obstacle to the natural flow of commodities in free world 
trade channels as to normally prevent the sale, or if the sale is made, 
it places the impossible burden of policing it on the shoulders of the 
exporter. These and other unrealistic requirements combine to make 
the present program so restrictive in practice that, in effect, it is un- 
workable. 

If the barter program is to be continued as an effective mechanism 
for the disposal of agricultural surpluses, we recommend that con- 
sideration be given to an immediate reappraisal of the current regu- 
lations. We submit that the export trade concerned with this pro- 
gram could be helpful in formulating a workable procedure. 

Senator Humpnrey. That is what I was trying to get at earlier. 
I cannot for the life of me understand why the exporters are not 
called in You have the responsibility here in the United States. 
You are taxpayers, you have citizenship responsibilities. 

We call upon businessmen to go and operate departments of our 
government at a dollar a year and trust them. Why aren’t you called 
in and the problem posed to you ? 
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“Here is 1200 million bushels of wheat this year. What sugges- 
tions do you have as to how much of this we can move with barter with- 
out disrupting normal operations?” No use asking somebody that 
is a plano tuner how to do it. 

Mr. Crorron. An advisory committee would be helpful. After 
all, the man is thinking of his government and not strictly of his 
business. 

Senator Humprrey. I think that is basically my experience, though 
limited, that American business and voluntary agencies did this 
country a great deal of good in world public opmion which furthers 
og gene val objec tives. 

he aoe Corporation handled this French deal, that is right? 

Mi rt. That is right. 

Saieier Humrnrey. I have heard somebody indicate to me that 
this is something that will cause a great deal of stir and commotion. 
Tell me, how did you handle that deal? Would you have been able 
to sell all of that cotton through regular sales without going through 
the barter arrangement ? 

Mr. Currn. This particular operation started in July of 1955 and 
it has taken 2 years to be concluded. In these 2 years many circum- 
stances have changed. And therefore, after these 2 years, when the 
transaction was completed, we felt that we would dispose of the tre- 
mendous obligations we have, $50 million, in the most businesslike 
way available to us under the results of the barter program. That 
is why we have disposed of it, mostly on cotton. 

Senator Humpurey. My question is, would you have been able to 
have handled the same amount of commodities without the barter 
arrangement, and handled them under normal market practices on a 
‘ash basis ? 

Mr. Currn. It is very difficult to prove in black and white, Mr. 
Chairman. But I do believe, or we do believe sincerely that it would 
have been very difficult to do. 

Senator Humpurey. Did you make a windfall off of this? 

Mr. Curta. Mr. Chairman, the contract has only been signed a few 
days ago. We have a long time to go, and I think all of us will be 
very happy if we do not lose any money on this. I think only after 
a long period of time will we know how we finally stand on this. But 
Iam pretty sure that it will not be a windfall. 

Senator Humpurey. The reason I ask these quite general and ob- 
vious questions is that after this deal was consummated, an announce- 
ment was made that there was a change in the regulations. What is 
there about this one that calls for a change in the regulations. 

Mr. Currn. I do not know that I can answer that, Mr. Chairman, 
because we have not had any direct information from Mr. Richards 
or any of the gentlemen in the Department as to the rel: ationship 
between this particular deal and the changing of the regulations. 
Obviously nothing has been done in this contract that can be in any 
way criticized, since nothing has been done that is not all right in the 
contract. 

Senator Humpnrey. I do not want to implicate your firm in any- 
thing but an honorable act; I know nothing to the contrary. You 
are a big company; you represent a responsible organization. It is 
a peculiar thing that the Department of Defense makes an announce- 
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ment about housing in France, and that at least 2 weeks later, maybe 
a little more than 2 weeks later, the Department of Agriculture decides 
that it is going to announce it. It just does not look good. 

Mr. Currn. May I suggest, Mr. Chairman, that the Department 
of Agriculture be asked about that, because I cannot give you the 
answer tothat. Ican candidly say I do not know. 

Senator Humpnrey. I just want to say most respectfully to you, 
sir, that it makes one in my position wonder, you see, and I do not 
think it is fair. I think that if these business arrangements are worth 
someone putting their names to them, they are worth announcing, 
since the deals were with public funds and were public business in 
the first place. I am going to find out why the Department did not 
get their announcement out. Maybe the mimeograph machine broke 
down, but I want to know why. Why did the Department of Defense 
first announce it, since it was a Department of Agriculture agreement, 
and what if any implications are involved in it ? 

Mr. Currnu. I would like to add something in this particular in- 
stance. The contracts that were signed on this transaction were 
based on 2 contracts, 1 signed in France and 1, the agricultural part, 
was signed in Washington. 

Senator Humpnrey. What were the dates of the signatures? 

Mr. Currn. I am coming to that. It had been agreed by every- 
body concerned—that means the French, the construction agency, the 
Commodity Credit Corporation and ourselves, that the contracts 
would be signed simultaneously in Paris and in Washington on May 
29; the so-called housing agreement which is one part of the contract 
was signed in Paris, and at the last minute the CCC figured that be- 
cause of a temporary absence of some of the gentlemen, the commodity 
agreement should not be signed. 

We were not given any further information, and it was finally 
signed on June 3. We did not make an issue of that because we were 
assured that there was nothing wrong, but we could not help con- 
sidering that it was not the businesslike procedure of arranging 
everything, and then at the last minute deciding, “We will not go 
ahead, we still have to look into it.” 

I thought this might have something to do with this. 

Senator Humpnurey. I am sure that will have some bearing upon 
this. I am very grateful to you for your contribution here. 

Mr. Crorron. I want to state that this whole barter picture, they 
have been putting all kinds of changes in it. First, they said that 
must be sold 50 percent abroad and 50 percent here. Then they came 
along about this interest. Then they stopped the interest on it. They 
were looking for an excuse to stop the barter business, that is what 
happened. This cotton was only an incident. 

Senator Humpurey. You moved quite a lot of cotton. 

Mr. Curru. Yes. 

Senator Humrnrey. How many bales would you estimate ? 

Mr. Curru. I am afraid I am not quite an expert; I could not tell 
you. I would like to send that information to you. 

Mr. Crorron. Two million seven hundred thousand bales moved 
on the basis of that business? You can check the figure on that. It 
is easy to find out. That moved very fast. 

Senator Humenrey. I want to thank you very much. 
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Mr. Currn. Thank you. 

Senator Humpnrey. Any of you who have been here on this grain 
matter, we will excuse you from this portion of the hearing. And I 
hope, as I said earlier, you will keep yourselves available, if we need 
you again. 
~ Now I want to ask Mr. Jolis and Mr. van Berg from the industrial 
diamond industry to come forward. 

Mr. Bart van Berg is from the Rough Diamond Co.; go right ahead 
and give your full name. 


STATEMENTS OF BERNARD JOLIS, VICE PRESIDENT, AND FRANK 
E. KARELSEN, COUNSEL, UNITED STATES INDUSTRIAL DIAMOND 
CORP, NEW YORK, N. Y. 


Mr. Joris. Our company was formed approximately 30 years ago. 
We are engaged in the business of importing industrial diamonds into 
this country from diamond producing and trading centers in various 
parts of the world and assorting, blending, subdividing, and classify- 
ing them in order to satisfy the many variations in the end-use re- 
quirements of our customers. These customers are primarily the 
manufacturers of diamond tools of all types in the United States and 
Canada. 

Without industrial diamonds the entire economic capacity and de- 
fense program of this country would virtually come to a halt. Indus- 
trial diamonds are the key to the vast treasure house of the world’s 
untapped resources. They are needed for the drilling of oil wells; for 
the discovery of uranium deposits; they are needed in the production 
of any motor or precision instrument that is required not only in our 
every-day life but in the production of jet aircraft, and all types of 
guided missiles, ships, tanks, radar, and other electronic equipment 
upon which we so vitally depend for our defense. 

My company is in favor of the barter of surplus agricultural com- 
modities in exchange for industrial diamonds as authorized by Public 
Law 480 of July 1954. 

Industrial diamonds fit exactly into the pattern of the expressed 
desire of Congress. They are a highly strategic material; they are 
not produced in the United States; they do not deteriorate; and they 
are very easy and inexpensive to store. In fact, the cost of storing 
industrial diamonds is approximately one two-thousandths of the cost 
of storing wheat not including loss due to deterioration and spoilage. 

Or, to put it another way, the barter of $30 million worth of surplus 
wheat for an equivalent value of industrial diamonds effects a saving 
tothe United States Government in storage charges alone of approxi- 
mately $3 million annually. 

In 10 years, the Government could save $30 million on just one such 
transaction. Actually, the Government has already saved many mil- 
lions of dollars in storage charges alone by reason of industrial dia- 
mond barter transactions consummated in 1954, 1955, and 1956. I 
estimate that the approximately $85 million worth of industrial dia- 
monds acquired in exchange for surplus agricultural commodities 
have already resulted in a saving to the United States Government 
to date of approximately $16 million. I saw in the Wall Street Journal 
yesterday that $600,000 worth of wheat cost $67,200 per year to store, 


~ 


as compared to $2,500 per year storage for an equivalent amount of 
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cadmium. This compares to about $25 per year for the storage of an 
equivalent amount of industrial diamonds. Six hundred thousand 
dollars’ worth of diamonds, you could put in a box this size easily 
[indicating]. 

In January 1957, and as recently as a week ago, we were advised by 
the Office of Defense Mobilization that the Government has a sufli- 
cient stockpile of industrial diamonds with the exception of crushing 
boart. However, the difficulty is that in the case of industrial dia- 
monds, it is virtually impossible to determine accurately when suffi- 
cient stocks are on hand. One of the reasons for this is that the 
amount of industrial diamonds which can be produced for any one 
end-use category is limited, and our years of experience in the business 
have proven to us that an article which might be in oversupply today 

can, due to technological improvements in industry, easily become in 
short supply in the near future. 

I will not dwell on the technological improvements in the drilling 
for base metals where the above statement is very true, but I think the 
best example is that during the middle 1930's, today most sought- 
after industrial diamond—crushing boart—was in such oversupply 
and constituted such a heavy burden on the producers and prime dis- 
tributors of industrial diamonds that they actually considered dispos- 
ing of this surplus crushing boart by dumping it into the sea. Yet, 
within a short period of some 10 to 15 years, not only was this huge 
surplus completely used up, but the production of crushing boart has 
never since caught up with the demand. 

The opinion that rapid technological advances in the use of indus- 
trial diamonds makes it difficult accurately to predict stockpile re- 
quirements has been expressed to the Congress before. This opinion 
was expressed by Mr. W. LaCaste Neilson when he appeared in July 
1956 before the Subcommittee No. 2 of the House of Representatives, 
Select Committee on Small Business, 84th Congress. 

Mr. Neilson was the diamond valuator of the General Services Ad- 
ministration until his death in 1956. In my opinion, Mr. Neilson was 
unique in his knowledge of the overall diamond industry, and the 
Government lost the services of one of the few industrial diamond ex- 
perts in this country when he died. 

Another point which should be borne in mind when goals of stock- 
pile are being set is that, not only in recent years have no new major 
deposits of diamonds been found, but also (due to increased world 
demand) the mining of diamonds has been carried on at an accelerated 
pace with the result that the life and capacity of the existing mines is 
getting shorter. The annual production of industrial diamonds has 
increased between 1950-55 by approximately 40 percent by volume. 

Another factor is that in about 1954, small independent producers in 
Africa started producing at a greatly accelerated pace, and the pro- 
duction from these independent sources has in a few years’ time 
reached very large proportions. These diamonds are normally sold 
in Europe and, toa great extent, were purchased there by American 
importers. 

In normal times, the American importer is able to go into the Euro- 
pean market and compete and bring large quantities of these diamonds 
into this country. Unfortunately, today, due to the volume of sur- 
plus inventories which American importers acquired and are holding 
for disposal by barter to the Department of Agriculture, we and other 
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importers cannot afford to bid in the open market for these diamonds 
and we fear that a large number of them are being lost to this country. 

Senator Humrnrey. When you say lost to this country forever, 
where are these lost to, or to whom are they being lost ? 

Mr. Jouis. I think that a great number of them are going to Iron 
Curtain countries. 

Senator Humpnrey. Iron Curtain countries? 

Mr. Jouis. They are sold in Europe to the highest bidder. I think 
a great deal of them are going in that direction. 

‘Senator Humpnrey. In other words, the Iron Curtain, particularly 
the Soviet, may be looking to the day of industrial expansion with the 
additional requirement for industrial diamonds, is that it? 

Mr. Joxis. That is it. 

Senator Humeurey. We are trying some industrial expansion, too, 
I think. 

Mr. Joris. I think so. 

Unfortunately, we are advised by the Office of Defense Mobilization 
that there is no prospect in the foreseeable future for any further 
barter transactions for industrial diamonds. 

In January 1957, we were informed that industrial diamonds had 
been removed from the materials to be acquired. Yet, during that 
period, July 1956 to January 1957 no diamonds were acquired by 
CCC. 

Senator Humpurey. This is an interesting thing. I recall Mr. 
Chambers’ testimony here that in July of 1956, the Department of 
Agriculture was advising the CCC to proceed forthwith on this matter 
of barter, and in Januar y they changed again. Your testimony is to 
the effect that in July 1956, the ODM had on its list for purposes of 
purchase or acquiring industrial diamonds, right? 

Mr. Joris. If I may interrupt, they had two requirements. They 
had crushing boart, that is used for ‘abrasive wheels—they had that 
on the list of materials to be acquired for the minimum stockpile; 
and they also had on a separate list industrial diamonds shown for 
acquiring under barter transactions. 

Senator Humpnrey. And your testimony is that the Commodity 
Credit Corporation did not acquire any of those industrial diamonds 
under the barter between July and January? 

Mr. Jouis. Correct. 

Senator Humrurey. How do you know that? 

Mr. Joris. We were informed that they were not buying it, that 
they had no program for the time being. 

Senator Humpmrey. Would you mind making a note on that, Mr. 
Woodling ? 

Mr. Woop.ine. I have a note on that. 

Senator Humrnrey. I would like to have a specific reply on this, 
not a general one, which can be inserted at this point in the record, 
right after the testimony here, as to why this development took place. 
And if there were any purchases of diamonds, how many and from 
whom—I mean under barter. 

(The information referred to is as follows:) 

Since the inception of the barter program in 1949-50, the Commodity Credit 
Corporation, pursuant to Public Law 85, 81st Congress, has exchanged surplus 
agricultural commodities for industrial diamonds. During the early years of 
the program, interest in bartering this strategic material in exchange for ag- 
ricultural commodities was shown by very few companies. After the end of 
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the Korean conflict, when industrial demand for industrial diamonds slackened, 
a considerably larger number of United States firms, engaged in the importa- 
tion of industrial diamonds and boart, manifested their interest to CCC in 
participating in barter transactions. 

In order to be fair to all concerned, the Commodity Credit Corporation, in 
April of 1955 adopted the practice of sending telegrams to all firms who indi- 
eated such interest to CCC, affording them an opportunity to offer CCC ac- 
ceptable material on hand, which would be over and above the requirements 
of their normal commercial customers. It may be said that in the past, the 
Commodity Credit Corporation has accepted industrial diamonds to the limit 
authorized for barter procurement by the Office of Defense Mobilization. The 
last such procurement took place in January 1956. The total dollar value of 
industrial diamonds procured at that time amounted to about $26 million and 
represented the total authorized by ODM. In view of the then known indus- 
trial shortage of crushing boart, CCC emphasized in its telegrams to interested 
firms that this material could not be considered. 

In its directive of July 6, 1956, the Office of Defense Mobilization authorized 
acquisition, among other items, of industrial diamonds and boart, on condition 
that boart be procured only if specifically authorized by the General Services 
Administration, and that stones be acquired only in conjunction with boart. It 
has been the practice of the Commodity Credit Corporation to consult closely 
on any procurement of industrial diamonds or boart with the Defense Materials 
Service, General Services Administration. In view of the above-mentioned 
shortage of boart, and the fact that boart under the cited ODM directive was 
tied in with the procurement of industrial diamonds, it was impossible for CCC 
to commit industrial diamonds without subjecting itself to severe and possibly 
justified criticism by industrial users of boart, for having made worse an al- 
ready bad supply situation of crushing boart. 

In view of the general interest on the part of importers of industrial dia- 
monds in participating in the barter program, it was equally impossible for 
CCC to undertake any such procurement without affording equal opportunity 
to all such firms who had ever indicated an interest to CCC in participating 
in this program, if as and when any procurement of industrial stones was to 
be undertaken on a barter basis. Therefore, until and unless the Commodity 
Credit Corporation was satisfied, on the basis of advice from GSA, that there 
was a sufficient surplus of industrial diamonds and crushing boart to enable 
CCC to spread any available business among all the interested firms, CCC was 
unable to undertake such procurement. 

After issuance of its July 6, 1956, procurement directive, the Office of Defense 
Mobilization issued a press release listing all the materials authorized by such 
directive, including industrial diamonds and crushing boart. Since in the past 
the interested firms knew that the Commodity Credit Corporation had only 
taken such material as they could certify to be surplus to the needs of their 
normal commercial customers, there are indications that these firms, in an- 
ticipation of some future procurement by CCC, probably procured industrial 
stones which they intended to offer under barter. During 1956 CCC, on the 
basis of advice as to the supply situation regarding industrial diamonds, stated 
in a number of it press releases (attached) that it had no current plans for 
procurement of industrial stones. CCC did not indicate that it would not at 
any time take industrial diamonds purusant to the 1956 directive and any delay 
in undertaking such procurement was based on current market considerations, 
as is the case with any other barter procurement. This was done in order not 
to arouse undue enthusiasm or to encourage commitments on the part of in- 
terested firms. In early January 1957, CCC was informed that ODM had re- 
moved industrial diamonds and boart from its July 1956 directive. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, March 7, 1956. 


USDA Reports ON BARTER CONTRACTS AND EXPORTS FOR OCTOBER-DECEMBER 
1955 PERIOD 


The United States Department of Agriculture reported today that barter con- 
tracts having an export value of approximately $5,371,000 were negotiated by 
the Commodity Credit Corporation in the 3-month period October to December 
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1955, as compared with $43,729,000 during the preceding quarter, July to Septem- 
ber 1955. The barter contracts provide for acceptance by CCC of strategic ma- 
terial and nonstrategic or supply material for other Government agencies in 
exchange for agricultural commodities owned by the Corporation. 

Deliveries of agricultural commodities to barter contractors against open con- 
tracts totaled $59,460,000 during the October to December period. Major com- 
modity exports in the period under the program were: Corn, $27,842,000 (20,- 
733,000 bushels) ; wheat, $8,393,000 (2,030,000 bushels) : grain sorghums, $9,766,- 
000 (5,523,000 hundredweight) ; barley, $7,887,000 (9,093,000 bushels) ; and oats, 
$2,888,000 (5,174,000 bushels). Also exported were rye, cottonseed oil, and soy- 
beans having an aggregate value of $2,684,000. 

Strategic and other materials delivered to CCC by barter contractors during 
the second quarter of fiscal year 1956 (October-December 1955) against open 
contracts had a value of $30,506,000, as compared with deliveries worth $26,030,- 
GOO in the first quarter (July-September) and with deliveries worth $82,572,000 
in all of fiscal year 1955. 

CCC will continue to barter agricultural commodities for both nonstrategic 
and strategic materials. The following are among the strategic materials for 
which CCC will currently consider barter proposals: Aluminum, antimony, 
asbestos (amosite), bauxite (Surinam and Jamaican types) and bauxite (refrac- 
tory), cobalt metal, copper beryl ore, cadmium, chromite (chemical, metallurgi- 
cal, or refractory, and ferrochrome), manganese ore (chemical grade, types A 
and B, and battery grade, type A), mica (muscovite blocks, stained and better; 
muscovite film and phlogopite splittings), nickel, platinum, palladium, selenium, 
shellac, and tale (steatite blocks). CCC-owned agricultural commodities gen- 
erally available to contractors for export under the barter program at this time 
include wheat, rice, barley, oats, rye, cotton, cheese, and butter. In addition, 
contractors may apply purchases of other CCC-owned agricultural commodities 
available for export sale against barter contracts involving certain strategic and 
nonstrategic materials. 

CCC's ability to conclude barter proposals for any material from time to time 
will, of course, depend upon considerations such as availability of materials 
required, existing commitments, and market conditions. In reply to recent in- 
quiries, and in line with CCC’s policy of effecting the acquisition of materials 
through barter with the least possible effect on the market and on supplies avail- 
able to industrial users, CCC states that it has not recently contracted for crush- 
ing boart and does not at this time plan for any further acquisitions of industrial 
diamonds or boart. Offers of materials or requests for further information con- 
cerning the barter progam should be addressed to the Barter and Stockpiling 


Division, Commodity Stabilization Service, United States Department of Agricul- 
ture, Washington, D. C. 


BARTER PROGRAM SUMMARY, FIscaL YEAR 1956 
(2d quarter and cumulative through December 1956 °*) 


Status of contracts—Approrimate total exchange value of negotiated contracts 
[Thousand dollars] 


2d quarter | 
| (October- | Curulative 
Materials Decerber | fiscal year 
| 
| 





1955) fiscal 1956 
{ year 1956 contracts 
contracts 
Strategic $3,071 | $46, 800 
Nonstrategic 2, 300 | 2, 300 
Total_. 5, 371 | 49, 100 
Deliveries of materials. 180 | 2, 987 
To be delivered 2. eu ae pepetitacateiae 5, 191 | 46, 113 
Agricultural commodities delivered ‘ = J bate des Ae» J 352 | tp 25, 569 
Strategic and nonstrategic materials delivered ____- : ‘ 180 | 2, 987 
Excess Sea jAiss tae : Ee 172 | 22, 582 


—_— ~ — — | 





1 All quantities and exchange values, which are based on operating records, are subject to adjustment 
upon final accounting. 


? To be delivered through June 1958. 


3 Represents excess of agricultural commodities over receipts of material for which contractors have pro- 
vided adequate financial coverage in the form of irrevocable letters of credit or cash deposits. 
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Agricultural commodities exported by contractors (October through December, 
fiscal year 1956) 


| 














Commodity Quantity Percent of | Exchange 
| total value value 
| 
Thousand | Thousand 
wnits Percent dollars 
Wie Sats. + eh Shor oye a cae Se _bushels. 20, 733 | 47 | 27, 842 
Grain sorghums. - ... Setbtigcwanbeniadanng --hundredwelght. 5, 523 | 16 9, 766 
NMI Se a ce sanlndncuccensonsdcuecielasueeaeeennn 2; 030 | 14 | 8, 393 
Barley---.- Se einubatiaeimatenkinaaspocncn gear ennee 9, 093 | 13 7, 887 
NN re a Se enn cuiencndeanaeeotal ..do_...| 5, 174 5 2, 888 
in gn hehehe — nied oyrnpinidnomelnts pine -do- 2, 176 1, 664 
| SERRA 5, 716 5 | 734 
Pe Att oo rc ndiseba dona tocs niece tu wunetupese ..bushels _- 124 | 286 
TRE Masha digeaasetcccciddbndases Jaxecaetedense ean i atawniwicmccghiaiell 100 59, 460 
| 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, May 4, 1956. 


USDA ReEportTS ON BARTER CONTRACTS AND EXPorRTS FOR JANUARY—MARCH 1956 
PERIOD 


Barter contracts having an export value of $165,611,000 were negotiated by the 
Commodity Credit Corporation in the January to March 1956 quarter, bringing the 
total value of contracts negotiated in the 9-month period, July 1, 1955, to 
March 31, 1956, to $214,711,000, the United States Department of Agriculture 
reported today. The barter contracts provide for the exchange of CCC-owned 
farm commodities for strategic “stockpile” materials and for CCC’s account, 
as well as nonstrategic or supply materials for other Government agencies. 

Agricultural commodities exported by barter contractors totaled $49,423,000 for 
the January to March period. Major commodity exports in the period under the 
program were: Wheat, $27,699,000 (15,903,000 bushels) ; corn, $13,180,000 (9,530,- 
000 bushels) ; cotton $5,311,000 (51,000 bales) ; grain sorghums, $1,651,000 (799,- 
000 hundredweight) ; barley, $1,239,000 (1, 393,000 bushels) ; oats, $322,000 (569,- 
000 bushels); and rye, $21,000 (19,000 bushels). Exports of agricultural 
commodities by barter contractors for the period July 1, 1955, to March 31, 1956, 
had a total value of $207,064,000. 

Strategic and other materials delivered to the CCC by barter contractors during 
the January to March quarter had a value of $62,572,000, bringing the value of 
deliveries in the July 1, 1955, to March 31, 1956, period to $119,109,000. As of 
March 31, 1956, the value of supplemental type strategic materials held in CCC’s 
inventory totaled $61,383,492, and included: Antimony metal, $988,418; beryl ore, 
$87,790; cadmium, $3,329,748; industrial diamonds, $23,438,836; high carbon 
ferrochrome, $3,856,114; ferrochromium silicon, $1,934, 657; fer romang anese, $22,- 
454,984; fluorspar, $2,022,396; manganese ore, $171,156; palladium, $2,943,181; 
and other, $156,212. 

CCC will continue to barger agricultural commodities for both nonstrategic 
and strategic materials. The following are among the strategic materials for 
which CCC may consider barter proposals until further notice: Aluminum, 
antimony asbestos amosite) bauxite (Surinam and Jamaican types) and bauxite 
(refractory), cobalt metal, copper, beryl ore, cadmium, chromite (chemical, 
metallurgical, or refractory), manganese ore (chemical grade, types A and B), 
nickel palladium, selenium, shellac, and tale (steatite blocks). CCC-owned 
agricultural commodities generally availabe to contractors for export under the 
barter program at this time incude wheat, rice, barley, oats, rye, cotton, cheese, 
butter, and nonstorable corn. In addition, contractors may apply purchases of 
other CCC-owned agricultural commodities available for export sale against 
barter contracts involving certain strategic and nonstrategic materials. 

CCC’s ability to conclude barter proposals for any material from time to time 
will, of course, depend upon considerations such as availability of materials 
required, existing commitments, and market conditions. In reply to recent 
inquiries, and in line with CCC’s policy of effecting the acquisition of materials 
through barter with the least possible effect on the market and on supplies 
available to industrial users, CCC states that it has no plans to acquire indus- 
trial diamonds or crushing boart by barter during the balance of this calendar 
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year and no definite plans thereafter. Offers of niaterials or requests for further 
information concerning the barter program should be addressed to the Barter 
and Stockpiling Division, Commodity Stabilization Service, United States Depart- 
ment of Agriculture, Washington, D. C. 


BARTER PROGRAM SUMMARY—FISCAL YEAR 1956 
(3d quarter and cumulative through March 19567) 


Status of contracts—Approwimate total exchange value of negotiated contracts 


(Thousand dollars] 


3d quarter 


(January- 
| March 1956) 
fiscal year 


Materials 


Cumulative 
fiscal year 


| 1956 contracts 


| 1956 contracts 


Strategic - - - 














de $160, 128 $206, 928 

Nonstrategic. _-. 5, 483 7, 783 
Pamae SS eee 

Total__ we iso 165, 611 214, 711 
Deliveries of materials. , aoe | 31, 453 34, 440 
To be delivered 2 ‘ a 134, 158 180, 271 
Agricultural commodities delivered..........-...--- ian picnic 30, 914 56, 483 
Strategic and nonstrategic materials delivered _ - -_- Skates 31, 453 | 34, 440 
Wiens ©. 5554 & uss oo Sacks ad 36 Sab ee ee a + —539 22, 043 


1 All quantities and exchange values, which are based on operating records, are subject to adjustment 
upon final accounting. 

2 To be delivered generally through June 1958. 

? Represents excess of agricultural commodities over receipts of material for which contractors have pro- 
vided adequate financial coverage in the form of irrevocable letters of credit or cash deposits. For the 
quarter under report, material deliveries exceeded deliveries of agricultural commodities. 


Agricultural commodities exported by contractors (January through March 
fiscal year 1956) 





Commodity Quantity Percent of Exchange 
total value value 
Thousand Thousand 
| units Percent dollars 
Wheat bushels_- 15, 903 | 55 27, 699 
Corn... do 9, 530 | 27 13, 180 
Cotton bite ah bales__| 51 11 | 5,311 
Grain sorghums hundredweight 799 3 1,651 
Barley -_- re : _... bushels 1, 393 3 1, 239 
Oats..... , ? do | 569 1 322 
Rye ‘ 3 do... 19 | Saint 21 
Total_ : 100 49, 423 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, October 31, 1956. 


USDA Reports oN BARTER CONTRACTS AND Exports FOR JULY-SEPTEMBER 1956 
PERIOD 


The United States Department of Agriculture reported today that barter 
contracts valued at $64,280,000 were negotiated by the Commodity Credit Corpo- 
ration in the July-September 1956 quarter. This total compares with barter 
contracts of $43,729,000 for July-September 1955, and $315,800,000 for the full 
fiscal year 1956. These barter contracts provide for the exchange on an 
equivalent value basis of CCC-owned agricultural commodities for both strategic 
and nonstrategic materials required by other United States Government agencies. 

Agricultural commodities exported by barter contractors totaled $130,036,000 
for the July-September period. Major commodity exports in the period under 
barter were: Wheat, $49,214,000 (31,657,000 bushels) ; cotton, $47,340,000 (364,000 
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bales) ; grain sorghums, $17,257,000 (8,115,000 hundredweight) ; barley, $6,084,000 
(5,433,000 bushels); corn, $4,377,000 (2,799,000 bushels); oats, $3,461,000 
(5,715,000 bushels) ; rye, $2,219,000 (1,774,000 bushels) ; other, $84,000 (3,000 
short tons) ; and total $130,036,000 (1,801,000 short tons). Barter exports had 
a value of $98,181,000 in the July-September 1955 period and $298,286,000 in the 
full fiscal year 1956. 

Strategic and other materials delivered to CCC by barter contractors during 
the July-September 1956 quarter had a yalue of $34,292,000 in comparison with 
deliveries of $26,030,000 for July-September 1955 and $177,300,000 in the fiscal 
year 1956. As of August 31, 1956, the value of strategic materials acquired 
through barter and held in CCC inventory pending transfer to the stockpile with 
reimbursement to CCC, were valued at $179,376,108. Of this amount, materials 
valued at $96,191,521 are to be transferred to the national stockpile and the 
remainder of $83,184,587 are to be transferred to the supplemental stockpile 
created by section 104 (b) of Public Law 480. Types and values of supplemental 
stockpile strategic materials in CCC inventories were as follows: Antimony 
metal, $1,035,922; cadmium, $4,776,857 ; diamonds, industrial, $26,297,850; ferro- 
chromium-silicon, $3,923,002 ; ferromanganese, $38,852,129; fluorspar, $4,066,092 : 
lead, $334,636; manganese ore, $171,269; palladium, $3,104,954, rare earths, 
$564,018 ; and zinc, $57,858. 

CCC will continue to barter its agricultural commodities for both strategic 
and nonstrategic materials required by other Government agencies. Among the 
strategic materials for which CCC will currently consider barter proposals are: 
asbestos (amosite and chrysotile) ; bauxite (Surinam and refractory); chrome 
metal and chromite (refractory) ; cobalt (metal); graphite (Ceylon); lead; 
magnesium; mica (Muscovite block, film and splittings, and phlogopite split- 
tings) ; shellac; silicon carbide (crude) ; tale (steatite block); and zinc. 

CCC’s ability to conclude barter proposals for materials depends at any one 
time upon such factors as requirements, existing commitments, and market 
conditions. There are no plans at this time for any further acquisition of in- 
dustrial diamonds, manganese ore, ferromanganese, or manganese metal. 

Offers of materials and requests for further information, should be addressed 
to the Barter and Stockpiling Division, Commodity Stabilization Service, United 
States Department of Agriculture, Washington 25, D. C. 


STATUS OF BARTER PROGRAM AS OF SEPT. 30, 1956' 


Contracts negotiated for 


[Value in thousands] 


Strategic Nonstrategic | Total 
materials materials 
satis istilitih ini Dees chorale . adams | 
July 1-Sept. 30, 1956__....___-- parce caigein wali oneaeiginis sandawae $62, 480 $1, 800 $64, 280 
Fiscal year: 
a i nsraise sllebinpelalcieiene 259, 400 22, 400 281, 800 
batik tities sch es aray as iia <onlgaeancbalan x 304, 500 11, 300 315, 800 
July 1, 1949-Sept. 30, 1956 698, 180 71, 300 769, 480 


1 All quantities and exchange values are based on operating records and are subject to adjustment upon 
final accounting. 


Materials delivered to CCC 
[Value in thousands] 





Strategic | Nonstrategic Total 
materials | materials ! 
o ‘ . | oo ear | . < 
July 1-Sept. 30, 1956. ..............-...-..-- SIEM AUERS 2 AN $33, 665 $627 $34, 292 
Fiscal year: 
2a ost 4 didedne boda hyenenndses bone eeatasie 61, 500 21, 100 82, 600 
Sltennneistnen ai si cei inc ei ii Sek atalino a 168, 300 | 9, 000 177, 300 
July 1, 1949-Sept. 30, 1956.._.._.___.------- aaa bina rab k al 335, 265 66, 527 401, 792 


1 CCC is protected, when exports of commodities exceed deliveries of materials, through deposit of cash 
or irrevocable letters of credit by contractors in favor of CCC. 
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Agricultural commodities exported (July-September 1956) 


| 





Percent of Export 
Commodity Quantity total value value 
(percent) 

Wheat bushels 31, 657, 000 38 $49, 214, 000 
Cotton . bale 364, 000 36 47, 340, 000 
Grain sorghums. _-. hundredweight__| 8, 115, 000 13 17, 257, 000 
Barley bushels _| 5, 433, 000 5 6, 084. 000 
Corn do 2, 799. 000 3 4, 377, 000 
Oats do 5, 715, 000 3 3, 461, 000 
Rye ; do! 1, 774, 000 | 2 2, 219, 000 
Other _.- short tons__| 3, 000 84, 000 
Total : 100 | 130, 036, 000 





1 Includes rice and beans. 


Senator Humpnrery. I want to thank you very much for your state- 
ment. This has been a subject of conversation and discussion, as you 
know, in other committees of Congress as well as in the Senate. And 
we may want to go into more detail when we hear from Mr. Berger 
and Mr. Richards. I had hoped to hear from them at the end of this 
month, but I do not know wether I will be here. If I am not, we will 
delay it for a little while. 

Mr. Karetsen. It is important that we hear from the upper echelon, 
not from the operating people. 

Senator Humenurey. I understand. 

Mr. Karetsen. In other words, Mr. Rawlings I do not think is in a 
position to give the testimony that should be gotten. 

Senator Humpurey. I can assure you that we will hear from the 
people that are making policy. They are the ones that we must hear 
from, and not from the technicians who are required to carry out 
policy. 

Mr. Kareisen. Yes, sir. 

Senator Humpurey. Mr. van Berg with the Rough Diamond Co. 


STATEMENT OF BART VAN BERG, VICE PRESIDENT, ROUGH 
DIAMOND CO0., INC., NEW YORK, N. Y. 


Mr. vAn Bera. My name is Bart van Berg. I am vice president of 
the Rough Diamond Co., Inc., in New York. I have been a diamond 
importer all of my business life. My father is still active in the busi- 
ness today, and my grandfather before him was in the same business. 

I appreciate this opportunity to appear before this committee and 
express my company’s views concerning the barter program. At a 
later date, we should also like to comment regarding the effect upon 
the industrial-diamond industry of the withdrawal of the diamond 
barter program. 

First, we should like to give our wholehearted endorsement of the 
overall barter program. We feel that the program to date has been 
in the exploratory stage and that the opportunity to exploit the 
program more fully is at hand. 

The administrators of the program have the necessary experience. 
The value of the program as a real means of contributing to the 
solution of the agricultural surplus problem is well known. 

Public Law 480 provides Gans well-established media through 
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which surplus commodities can be moved in international trade in 
appreciable quantities. 

(1) The commodities may be sold to a foreign country for its 
currency ; 

(2) Commodities may be given to foreign country ; 

(3) CCC owned commodities may be exchanged for strategic and 
critical materials of equal dollar value. 

We should also like to direct your attention to a comparison of these 
three programs so that, if the committee feels it is necessary for one 
to be curtailed at the expense of another, it will not curtail that 
program which provides taxpayers of the United States with the 
greatest return. 

As is known to this committee, a sale of agricultural surpluses for 
foreign currency is negotiated on a government-to-government basis. 
The rate of exchange between the foreign currency and the United 
States dollar is, in certain instances, also fixed by negotiation. 

In the money markets of the world today, many of these foreign 
currencies are not as valuable as the rate established in the Public Law 
580 contract. 

For example, where a foreign currency has an “official” dollar con- 
version rate (set by the foreign government involved), the rate has 
no real meaning if the currency in question is obtainable in much 
greater quantities for less dollars in the open market. 

We do not recommend that the United States Government arbitrate 
the currency of a friendly sovereign state. We merely wish to make 
the observation that, in all instances where the negotiated rate falls 
in between the free market and the official rate, it is obvious that the 
United States Government, in accepting the foreign currency in pay- 
ment of surplus commodities, does not achieve the full value of those 
commodities. It will never do so if it continues to accept less foreign 
currency for a given commodity than a private exporter could obtain 
by selling the same commodity in the world market for identical 
currency. 

The second program involves the “giveaway” of surplus commodi- 
ties to needy countries. Here, a tangible return to the people of the 
United States is absent, but we cannot quarrel with the possible good 
will that should be created by our meeting the disaster needs of a 
friendly nation. 

The third program, barter, gives the greatest return to the tax- 
payer of the United States. It provides the mediums whereby critical 
and strategic materials are obtainable in the world market by the ex- 
change of surplus commodities of equal dollar value for such mate- 
rials. The program has been underway now for several years. We 
are informed that the dollar value of the strategic materials now ac- 
cumulated through barter currently exceeds the corresponding value of 
the surplus used in their acquisition. 

As the inflationary pressures continue, the value of the dollar is 
decreased, but the dollar value of the critical materials will continue 
to rise with the inflationary tide. This is no startling economic fact. 
Commodities simply rise in currency value with the inflationary 
trend, whereas currencies have less purchasing power. 

Thus, we see now a stockpile accumulated through barter which has 
a value and could be sold for substantially more dollars than it cost 
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us to acquire. At the same time, the Government’s cost of holding sur- 
plus commodities in storage has decreased in the direct proportion to 
the release of these commodities into the barter program. We believe 
that, to date, surplus commodities valued at approximately $1 billion 
have found their way into the export market through barter. Based 
upon the proportion of grain, principally wheat, moved in the barter 
program, the Government’s stor age bill has been reduced each year 
by about 10 percent of the value of the commodities moved under 
the program. 

Theoretically, therefore, a $500 million barter program should re- 
sult in a savings of approximately $50 million per annum to the Gov- 
ernment in storage alone. Carrying the theory further, such a barter 
program would pay for itself in storage savings in 10 years. 

Senator Humpurey. I want to interrupt and to say that this is a 
very important point that you have made. The commodities which 
CCC holds in terms of agricultural supplies have a tendency to de- 
crease in value sometimes by actual operation of the Department of 
Agriculture itself. 

It just lowers its own prices. I never heard of anybody doing this 
before in my life. It is just like GM owning all of the cars, saying, 
“We will just cut the price 20 percent,’ and then they wonder why 
they lost money. 

The Department of Agriculture continues to adjust downward its 
prices, and it announces to the public that they have lost some money. 
That is not exactly a sign of business ingenuity. 

You are saying that these commodities that may be strategic can be 
acquired. Because there is no deterioration, ‘for one point, but 
basically, because of the demand, their price is going up. 

Mr. van Bere. That is right. The value is greater now of the stra- 
tegic materials within the “strategic stockpile acquired through the 
barter than at the time of the actual acquisition. 

Senator Humenurey. Exactly. 

Mr. van Bere. Through the inflationary trend, the critical com- 
modities in the stockpile ‘have risen in value, w hereas the dollar pur- 
chasing power has diminished. 

Senator Humrurery. With the exception of a few items, some tin we 
bought in the beginning, there may have been a little bad deal there, 
but in agricultural commodities the price has been progressively 
forced down. We used to have dollars and a cent a bushel, but that 
is no more. 

Mr. van Bera. Because of the savings in storage costs, therefore, 
critical material paid for in surplus commodities yields a ‘ereater re- 
turn to the taxpayer than would be the case if such material were ac- 
quired for dollars. 

An adequate supply of critical materials within this country is vital 
to defense needs. The accumulation of foreign currencies and dollar 
credits is not the answer. If we can acquire, | through the disposal of 
our surpluses, vital and critical materials, we should do so. The re- 
turns are too great for us to worry whether we are talking about a 
supplemental, minimum, or a critical stockpile. Who knows what the 
exact demand will be? Our planners could be 100 percent wrong in 
their estimates. In this regard, let’s hope that, if they cannot always 


be right, for the sake of national safety, any error will be on the high 
side. 
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Our diamond industry can give you a good example of the supply 
changes that can occur in a “critical material within an industry. 
Shortly before World War II, diamond bort was in such plentiful 
supply that a director of the largest single diamond company in the 
world seriously suggested at a board meeting that diamond bort be 
dumped into the ocean to relieve the tremendous stor age problem. 
There was little or no demand for the material at that time. 

Less than 10 years elapsed before diamond bort became one of the 
most critical of our defense needs, and is today still on the critical list 
for our stockpile. 

Other demands upon industrial diamond supplies are continuing to 
expand as knowledge is gained of the use of diamonds. Material in 
long supply today can be in short supply tomorrow. Government 
planners should consider the changes that are occurring. New dis- 
coveries are not keeping pace with the upward spiral in demand. 

The barter program is one of the few activities engaged in by the 
United States Government showing a profit. Assets accumulated in 
the form of critical materials under the program exceed the value of 
surplus commodities given in payment thereof. Certain officials of 
the Department of Agriculture, not adverse to the program, neverthe- 
less feel that CCC is “holding the bag” on millions of dollars of criti- 
‘al materials which, though valuable assets, cannot be sold to provide 
the necessary revolving funds to carry forward departmental efforts 
on behalf of the American farmer. 

In this atmosphere, a hard core of opposition within the Depart- 
ment of Agriculture itself has destroyed this valuable program. 
They have effectively killed it by writing into the program such unduly 
restrictive terms and conditions as to make foolhardy any further 
barters by critical material importers. 

Senator Humpurey. That is the key point. 


STATEMENT OF HERBERT C. HATHORN, REPRESENTING THE 
ROUGH DIAMOND C0., INC. 


Mr. Harnorn. May I inject here the thought that these assets are 
frozen, but if there was some way that CCC would borrow against 
those assets or issue debentures against those assets that could be pur- 
purchased by the public, similar to the way they handle their surpluses 
In storage, I believe that we could come forth with a revolving fund. 

Senator Humpnrey. I was wondering about that, too. 

And, after all, we issue a lot of currency against gold reserves. 

Mr. Harnorn. If you are in the priv ate market and you acquire 
100,000 bushels of wheat, you can borrow a great portion of the value 
of that wheat from financial sources. Here we have a critical material 
that has increased in value—I have heard the figure—as high as 40 
percent in some instances. These are frozen as assets, but if they 
were borrowed against, it might be that the dollar return of the bor- 
rowing would be greater than the cost to acquire them. 

Senator Humpurey. I understand. I was wondering, too, is there 
any reason if you acquire these materials or strategic materials that 
you could not have people assigned to the task to see that they, too, 
were sold ? 

There is no law against their being sold, is there ¢ 
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Mr. Harnorn. Unless that control has been written in under Pub- 
lic Law 480. 

Senator Humrpurey. I meant there is no moral law. 

These other laws, we just make them—we make them and rewrite 
them. 

Mr. Hathorn, at one time when I was representing a firm before 
the OPA, a fellow told me “there is the rule.” 

I said, “Find the fellow that wrote it and tell him to rewrite it.” 

The rule was wrong. All he needed to do was to find the man that 
made the original mistake and have him change it. 

If the law needs changing, it can be changed. That is one of the 
reasons you hold hearings. 

What I am getting at is if you barter for strategic materials why 
isn’t it possible, if you find an area in the world in which there is a 
shortage of that particular material, to be able to get your own value 
out of it by some other kind of an arrangement to that area ? 

Mr. Harnorn. You must consider “the possibility of a separate 
Materials and Minerals Reserve Commission with the idea that per- 
haps just the savings in storage alone if passed along to the new 
agency, would enable the new agency to engage in barter. With 
some 10 percent savings in storage, they could go forward into the 
market and sell debentures against ‘the holdings ‘of the strategic ma- 
terials and utilize the captured 10 percent, to carry forward interest 
payments and continue the further revolving fund. 

So they pay cash to CCC and it is not charged against CCC funds. 
It would be a separate agency but would take the onus off of agricul- 
ture and perhaps get the administration really behind the program 
in a full sense. It would draw together the division between the 
agency interests and cement into one program that which would ac- 
complish the purpose of agriculture and at the same time, would 
accomplish the need of defense. This would enable us to have the 
critical and strategic materials and hold them in the United States 
which, otherwise, might go to Russia or to some hostile country as 
diamonds are doing today. 

Senator Humpurey. Thank you. 

Mr. van Bere. The United States taxpayer should be treated with 
more consideration when so obviously he will receive a greater return 
from barters than he can expect to receive from the sale of surplus 
commodities for foreign currency or from giving the commodities 
away. He does not care which agency of the Government is to be 
the recipient of the critical material nor to whose account it will be 
charged. 

The fact that surplus commodities are used in the accumulation of 
the critical materials is important to him. 

If the administration truly desires a barter program it should 
designate the agency procedures to implement the program. 

It has been char ged that the barter program is carried out at the ex- 
pense of dollar sales of surplus commodities in the world market. 
We believe that the committee should be supplied with information 
to verify this assertion. 

If the foreign countries who have increased production of agricul- 
tural commodities under the umbrella of high United States price 
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supports are losing dollar sales to the barter program, this should be 
no cause of concern to the American farmer. 

We understand that formal protests from abroad have been regis- 
tered with this Government, that the barter program is taking busi- 
ness away from those countries. These complaints signify to us 
that the program is doing a remarkable job. It is recapturing for 
the American farmer that portion of the market which has been 
otherwise lost to him. 

Senator Humrurey. I notice you have here a statement that if the 
administration truly desires a barter program it should designate 
the agency procedures to implement the program. 

Mr. vAN Bere. Yes. 

Senator Humpnrry. Is this directed toward the conclusion that the 
barter arrangement procedures are directed toward stifling it rather 
than implementing it? 

Mr. Harnorn. We are more direct in the statement. We state 
that it has effectively killed the program by writing into it unduly 
restrictive terms and conditions. 

Senator Humrnrey. Anything else that you want to say? 

Mr. Haruorn. There is a question of windfall. 

Mr. van Bere. We understand that there is opposition within 
CCC to the release of surpluses in advance of the receipt of strategic 
materials by the Government on long-term barter contracts. With 
the windfall of storage savings of more than 10 percent per annum 
accruing to CCC where commodities are removed immediately, it 
would appear to be advantageous to encourage early withdrawal. 

We are not adverse to long-term contracts but wish to point out 
that our industry has ace umulated within the United States a surplus 
of industrial diamonds. There is no diamond production within the 
continental United States and all material is 100-percent imported. 
We are prepared, as always, to barter on spot deliveries. 

As requested, we will not today go into the effects on our industry 
of the withdrawal of the diamond barter program. However, we will 
appreciate advice from the committee with regard to the time they 
are prepared to discuss these matters. 

We wish to express our appreciation for the opportunity afforded 
us to be heard. 

Thank you. 

Mr. Harnorn. At this point we would like to ask that at some later 
date we be permitted to come back and give you the circumstances 
concerning the accumulation of surpluses that we now have. 

It deals with the individual question of the ODM directive which 
established the fiscal year program and which was withdrawn sud- 
denly without any consultation with the industry in the third quarter 
of the fiscal year. Also with the fact that the industry, under the 
barter program, was not qualified to bid unless it offered only material 
in excess of its normal customer requirements. 

We want to go into that question. 

Senator Humpnrey. Weren't you given a chance to consult on this? 

Mr. Harnorn. Not at all. However, that is an individual industry 
matter. We are talking here today of the overall barter program. 

Senator Humpnrey. Was this done by the Department of Agricul- 
ture ? 
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Mr. Harnorn. The ODM. 

Mr. Karetsen. ODM. 

Senator Humpnrey. This was that change. I think we will most 
likely want to get together with the responsible officials of the Depart- 
ment. 

Mr. Harnorn. I think it would be most helpful. 

Senator Humenrey. I am going to suggest to Mr. Logan here who 
is my aid on this matter, that we direct a letter to the ODM, and ask 
them for an explanation of this kind of activity, this particular action. 

In fact, have you directed communications to me about this? 

Mr. Harnorn. We have not. 

Senator Humrnrey. I wish you would, just set it down on paper. 

Mr. Haruorn. We will be glad to give you the answer. 

Senator Humpurey. Then we will follow it up for a period of time. 

Mr. Harnorn. We will be glad to give you a copy of the answer 
that you will receive from ODM. 

Senator Humpurey. I will be glad to receive that. Then I shall 
tell them that I already have it and want another one. 

Allright. Is there anything else? 

Mr. Gustav Dimberg and Mr. F. Hamilton Seeley with the Otho- 
pedic Equipment Co. 

1 am going to ask Mr. Dimberg and Mr. Seeley if we can place the 
statement in the record. 

I am familiar very much with your statement as you know, and 
with some of your efforts before to make avialable certain equipment 
to the Government of the United States. 

Mr. Dimnera. That is fine. 

Ours deals with a different aspect of barter, and if I may, Senator, 
could I just speak 

Senator Humpnrey. Youmay. I say it will all be read. 

I have to go over every bit of this either tonight or tomorrow night. 
I thought you might want to place this statement in the record and 


emphasize certain points that you feel we might need additional in- 
formation on. 


Go ahead. 
Mr. Dimpere. I think that would save time, sir. 





STATEMENT OF GUSTAV DIMBERG, VICE PRESIDENT, AND 
F. HAMILTON SEELEY, COUNSEL, ORTHOPEDIC EQUIPMENT CO. 


Mr. Dimeerc. My name is Gustav Dimberg and I am vice presi- 
dent of the Orthopedic Equipment Co., Bourbon, Ind. Our company 
is smal] but in the field of surgical and first-aid equipment we are 
considered a fairly substantial manufacturer and as a result we have 
cooperated closely with the medical branches of the armed services and 
with Federal Civil Defense Administration in supplying reasonable 
reserves of medical equipment for use in a national disaster. 

In recent years the attention of the general public and of the 
Congress has been focused upon the dangers of atomic warfare. An 
equally frightening danger, not generally recognized outside of lim- 
ited professional circles, is that of chemical and bacteriological war- 
fare. This type of warfare is insidious and practically impossible to 
guard against without adequate protection equipment. 








368 POLICIES AND OPERATIONS 


One of the gases known to the armys of the world is the deadly 
tabun, sarin, and soman family of nerve gas. It has been established 
that nerve gas was in possession of the Germans at the conclusion of 
World War II and later taken over by the Russians. A thimbleful of 
this gas released in this hearing room would paralyze then congest 
the respiratory system of every occupant here within approximately 
2 or 3 minutes. 

It is estimated that from 90 to 100 million people in our country live 
in target areas. At least this amount are potential casualties in the 
event of an all-out attack on our strategic localitise. 

The danger of this type of warfare has been recognized in most 
of the NATO countries, especially England. After intensive research 
on the problem, England has developed a protective mask which has 
been proven to provide adequate protection for the wearer. In spite of 
their limited financial resources, England considers the danger to be 
so serious and immediate that today she has stockpiled these protec- 
tive masks in sufficient number for every man, woman, and child in 
Great Britain. 

Our military authorities and the Federal Civil Defense Administra- 
tion recognize the danger and have been working for several years 
in an effort to develop a protective mask suitable for mass production 
for the civilian population. However, to date, there is not a single 
such mask in production in this country. 

FCDA knowing of the vital necessity of having protective masks 
available to the civilian population investigated the feasibility of 
using the English type mask as an interim measure. The British Gov- 
ernment agreed to make available its manufacturing facilities such as 
tools, jigs, fixtures, and special purpose plant to FCDA. 

On January 8, 1957, representatives of the British manufacturer 
and our company met in conference with Gov. Val Peterson and mem- 
bers of the staff of FCDA. The staff report to Governor Peterson 
recommended FCDA procure the British mask in an initial amount of 
10 percent of the estimated requirement for target areas. (Governor 
Peterson agreed the program should be started. In discussing the 
financing of the procurement he expressed the opinion that whether 
direct appropriation or a barter deal through CCC was used it would 
be necessary for FCDA to obtain a direct appropriation for the funds 
needed. 

At a subsequent meeting on March 18, 1957, in Battle Creek, Mich., 
there was a detailed discussion of the barter possibilities by repre- 
sentatives of FCDA, CCC, and my company. Briefly, it was decided 
at this meeting that the barter method was desirable but that under 
existing CCC policy it was necessary for CCC to be reimbursed for any 
surplus farm commodities exchanged by CCC in behalf of FCDA. 
It also was developed that FCDA’s existing appropriation was not 
sufficient to cover the necessary reimbursement to CCC. 

On April 1, 1957, FCDA advised our company that an impasse, in 
effect, existed because of current policy at both agencies. This policy 
presently precludes the opportunity of obtaining vitally needed pro- 
tective masks by bartering surplus commodities. 

Accordingly, I respectfully recommend to you gentlemen of the 
committee that a procedure be authorized whereby prohibitions now 
in effect at CCC be eliminated so that acquisition of supplies such as 
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this by the barter of surplus agricultural commodities may be cer- 
tified by FCDA as being in the interest of national defense. Espe- 
cially where such procurement can be accomplished at no extra cost 
to the American taxpayer. 

We appreciate the opportunity to appear before this committee. 

Senator Humpurey. You run into the same problem here, you see, 
that has been mentioned again and again, where you have these budg- 
etary bookkeeping difficulties, Commodity Credit having limited bor- 
rowing capacity, very large amount, but it is used, and the theory is 
that, if you paid off the commodity in such mass as is involved here 
with no reimbursement to CCC, you have an inventory item for which 
there is no real value to the CCC, even though it has value for the 
country. 

This is one of these touchy ones. And of course every department 
of Government has a committee in Congress that has to authorize the 
appropriations, then go to the Appropriations Committee to get the 
money, and it gets to be almost a series of little governments within a 
big government, all very concerned about their respective depart- 
ments. I understand why; I sympathize with the offices. This 1s an 
appropriation for the Federal Civil Defense Agency—this is a prob- 
lem for them. The Congress has been anything but sympathetic to 
that. 

Mr. Dimeerc. Yes. Under present regulations. We were hop- 
ing 

Senator Humpnrey. I have talked with Mr. Peterson about these 
matters. 

Mr. Dimpere. You have? 

Senator Humpurey. And I have tried to support his efforts as head 
of the civil defense, but to be very blunt about it there has been very 
little money appropriated by the Congress to even conduct normal 
training schools, much less to acquire the properties they might need 
in case of a disaster such as war. I think this ought to be explored 
further. I think your point is well taken. It is a matter which we 
will look into. 

I don’t want to be too encouraging about it. I think I kind of sense 
the feeling of Congress about it. 

Mr. Diweere. So far as the FCDA or so far as the Department of 
Agriculture is concerned, I think they could change their policy. 

Senator Humpurey. They could not change their policy without an 
act of Congress. ; 

Mr. Dimpere. I didn’t understand that. 

Senator Humpnrey. I think that is really what it would require. 

Mr. Srrtey. Ina sense this is reverse lend-lease—in a sense it is that. 
Would it be possible under existing law, where Commodity Credit 
barters and obtains national defense that civilian defense would cer- 
tify to CCC that it was obtained in national defense ? 

Senator Humpurey. All CCC would ask is that the budget as pre- 
sented by the President have an item within it that says there are so 
many hundred million dollars designated for the Federal Civil De- 
fense Agency for the purpose of obtaining strategic materials which 
may be purchased; just that much money. Then FCDA would be 
required to make the purchase. In this instance it would make it 
from CCC, and have to reimburse it. This is where you run into the 
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problem. The problem is on the money angle for reimbursement to 


FCDA to CCC. 

Civil Defense has gotten very little money from the Congress, I 
regret to say. I think we have been penny wise and pound “foolish 
about this. As I see it, that is it. We will go into it very carefully 
for you. You have come a long way to give us your commentary. T 
think we ought to look into it; [am not unfamiliar with this one. We 
have heard about this one before, and have tried to see what could be 
done about it. I think I am correct in saying that this requires another 
appropriation, and I must say, gentlemen, that is hard to get these 
days. 

Thank you very, very much for your interest on this. We will 
follow up on this with both FCDA and with the Department. 

Mr. Drueere. Thank you. 

Senator Humrurey. I have a statement from Norbert Blechner, 
and I am going to put it in this record. Is that agreeable to you! 

Mr. Davin Reicu. He asked that it be included. 

Senator Humpurey. You are Mr. David Reich, his counsel here ? 

Mr. Retcu. He could not be here. 

Senator Humrnrry. It will be included. 


STATEMENT FILED BY NORBERT BLECHNER, VICE PRESIDENT, ASSOCIATED METALS & 
MINERALS Corp., New York, N. Y. 


My name is Norbert Blechner. I am vice president of Associated Metals & 
Minerals Corp., of 75 West Street, New York City, N. Y. 

Part of the activity of my corporation over the past 10 years has been in the 
stockpiling program of the United States. We have had substantial contracts 
with General Services Administration for the supply of strategic and critical 
materials to the national stockpile. When the Public Law 480 program was 
initiated and barter through Commodity Credit Corporation displaced, for the 
most part, direct purchasing by General Services Administration, we negotiated 
and concluded several large contracts for the exchange of strategic materials 
for surplus agricultural items. 

This barter program makes much sense. Through it vast quantities of agri- 
eultural commodities surplus to our own needs and subject to deterioration in 
warehouses have been and are being replaced by strategic materials from abroad, 
materials which not only add to our defense, but which also save our country 
money by substituting permanent assets, with less expensive storage charges, 
for perishable agricultural items. In this way, basic resources with which 
nature has not endowed the United States are being secured in exchange for farm 
crops which the Lord has allowed us to grow in abundance every season. 

We are ready to negotiate additional substantial barter contracts with Com- 
modity Credit Corporation, but we are finding it impossible to make any offers 
under the conditions of the revised barter program issued under date of May 28, 
1957. I should like to comment at this time on one of the provisions under the 
new policy. This is the requirement that the contractor must prove to the satis- 
faction of the Commodity Credit Corporation that a proposed barter transaction 
will mean a net increase in United States exports of the agricultural commodity 
involved. It will be extremely difficult—if not impracticable—to show that a 
specific export will be over and above exports made without barter. The facts, 
however, are (1) that surplus quantities of farm products have been reduced and 
(2) that the barter program has been a great challenge to the trade to develop 
extracrdinary activities to sell more of it, and where the trade is challenged 
properly, it has never failed. 

I suggest that the question which should be asked, instead, is whether or not 
our foreign customers of farm products would have bought or would have been 
in a position to buy the same quantities of surplus had we not taken from them 
through barter the additional amounts of strategic materials which they have 
been able to produce any supply. The answer, I believe, must be “No” without 
qualification : and hence the reduction of Commodity Credit Corporation’s farm 
surplus through barter does in fact represent additional sales. 
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Had we not bought minerals from foreign countries, these countries would 
have obtained fewer dollars: and they would have been unable or would have 
had less incentive to buy American farm products. The foreign mine or the 
foreign factory would have had fewer jobs for labor and hence the foreign 
population would have had less purchasing power to buy what it needed to live 
or to improve its living. Whether or not these dollars which a foreign country 
obtained by virtue of the barter transactions went directly into purchases from 
the United States or went first to other countries which, in turn, were able to 
buy farm products from the United States is difficult to say ; but I believe this is 
immaterial. The important point is that the program has created buying power 
in foreign countries and this is an essential prerequisite for any foreign nation 
to increase its purchases of farm products from the United States. Had the 
program jeopardized normal farm trade, then the American farmer would have 
objected. We have not heard of any serious objection on the part of the Ameri- 
can farmer. 

Accordingly, I am of the firm conviction that it is in the interest of the United 
States and of the American farmer that the conditions under which barter busi- 


ness can be negotiated should again be liberalized so that the program can 
function again. 


Senator Humrurery. This concludes the hearing for the day. We 
will notify as to their continuation. 

(Whereupon at 1: 15 p. m., the above hearing was adjourned. ) 

(Additional statement filed for the record is as follows :) » 

New York, N. Y., June 19, 1957. 
Hon. Husert H. HUMPHREY, 
United States Senate, Committee on Agriculture and Forestry, 
Washington, D.C. 

Sir: We thank vou for your letter of June 11, and, as suggested in the last 
paragraph of that letter, we are writing you to set forth our views concerning 
the barter aspects of Public Law 480. We do not know whether our remarks are 
of sufficient import to be inserted in the committee record, and we would like 
to leave this to your discretion. 

Continental Ore Corp. is engaged in the business of buying and selling ores, 
minerals, ferroalloys, ete. Our participation in the barter program has, there- 
fore, been as a supplier of such ores, minerals, and ferroalloys which have been 
denoted as strategic. Because of our unfamiliarity with agricultural com- 
modities and the distribution thereof, it has been our practice to have a com- 
modity company experienced in agricultural commodities handle the agricultural 
commodities which flow from such barter contracts. 

From a very general point of view, we believe that the barter program has 
been helpful to the United States Government in that it has permitted the United 
States Government to exchange surplus agricultural commodities which are sub- 
ject to spoilage and which entail high storage expenses for materials of strategic 
value which do not deteriorate and which cost very much less to store. We feel 
that the storage saving alone represents a substantial reduction in expenditures 
by the United States Government. 

We thank you for having given us the opportunity of presenting our views. 

Respectfully, 
CONTINENTAL ORE Corp., 
Louis J. Lipron, Vice President. 
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WEDNESDAY, JUNE 26, 1957 


Unrrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND ForESTRY, 
Washington, D.C. 

The committee met, pursuant to recall, at 10:20 a. m., in room 324, 
Senate Office Building, Senator Hubert H. Humphrey presiding. 

Present: Senators Humphrey, Johnson, and Mundt. 

Senator Humpnrey (presiding). We will call the meeting to order. 
I will open the hearing this morning by placing in the record a few 
documents that I think ought to be made a part ‘of our heari ing. 

The first one I would lke to place in the record is a copy of my 
release of May 27, urging the use of farm surpluses to help finance 
United States business enterprises abroad. 

After that I place in the record a copy of the amendment to Public 
Law 480, as passed by the House of Representatives on June 21, 1957. 
This amendment fulfills the objectives of the suggestion that was made 
back in May in the release to which I referred. 

We are very grateful for the action of the House and hope that we 

‘an hold that action here in the conference committee of the House 
and Senate. 

I also want to place in the record some communications that I have 
received, one from Mr. G. Whipple, who I am sure is known by some 
of our friends from Illinois, relating to Public Law 480, and par- 
ticularly the amendment recently adopted by the House; also a letter 
from the International Packers, Ltd., signed by Mr. A. Thomas Tay- 
lor; and also a statement by Mr. Juan J. del ¢ ‘astillo, vice president 
of the Rafael del Castillo Co., of New York; a statement submitted 
to us for our hearing today ; and a statement from Mr. R. A. Weaver, 
chairman of the board of the Ferro Corp., of Cleveland, Ohio, which 
letter supports the amendment adopted in the House, and the one 
that was suggested back in May. 

There may be other communications here throughout the hearing 
that we will want to include. 

(The letters and statement referred to are as follows:) 

{From the office of Senator Hubert H. Humphrey] 
May 27, 1957 


Use oF FarkM Surp.ius To Hevtp FINANCE UNITED STATES BUSINESS ABROAD URGED 
BY HUMPHREY 


America’s much-maligned farm abundance can be the means of financing 
greater private investment abroad by United States free enterprise, Senator 
Hubert H. Humphrey declared last night. 
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Senator Humphrey revealed he would seek whatever changes in legislation 
may be necessary to provide for such a program, as one of the conclusions 
reached after a 4-week tour of the Middle East and Mediterranean area “where 
they need and want the farm products we complain so much about.” 

“T am convinced that our Public Law 480, under which surplus farm products 
ean be sold for foreign currencies, can become the framework of a sound foreign 
economic policy by using some of the foreign currencies to loan to American 
business enterprises in other lands as well as for economic development loans 
to the countries buying our food,’ Senator Humphrey said. 

“As part of our foreign policy, the Government has been urging American 
businessmen to invest in friendly countries. However, one of the deterrents to 
such investments is the inability of branches, subsidiaries, or affiliates of Ameri- 
can companies to borrow local currencies in the respective countries for their 
normal operational needs. Loans are either not available or the interest rates 
are prohibitive. ‘ 

“However, there is an ample source of available funds in many foreign coun- 
tries originating from the sale by our Government of agricultural surpluses 
under Public Law 480. There is need for more such sales. In addition to using 
the local currencies obtained for paying United States obligations abroad and 
providing long-term, interest-bearing loans for economic development by the 
participating countries, it would be good business to set aside at least a part 
of such funds for loans to American industrial and business enterprises abroad 
through the Export-Import Bank.” 

Senator Humphrey said he had discussed the proposal with American business- 
men abroad during his trip, and found widespread agreement that such a policy 
would simultaneously “help American farmers, help American business, help 
America’s foreign policy, and help friendly countries bolster their economy.” 

“Everybody would gain, and a way would be provided for stimulating inter- 
national trade and commerce which would eventually lessen the need for heavy 
foreign-aid expenditures,” Senator Humphrey said. 

“Instead of spending millions trying to get the farmers to quit producing, we 
would ail be better off to use our potential production constructively as a means 
of financing our foreign-policy objectives in both public and private enterprise 
channels. 

“Everywhere I went, I found the American business community making a 
valuable contribution to understanding and good will toward our country. The 
more we can encourage American business abroad, the solider we can unite the 
free world. 

“We are going to have to compete with the Soviet on the trade and economic 
front as well as military fronts, and the sooner we recognize it and move ahead 
more aggressively on a constructive international economic policy the better off 
we will be,’ Senator Humphrey said. 


AMENDMENT TO PusLic LAw 480 AS PASSED BY THE HOUSE OF REPRESENTATIVES 
ON JUNE 21, 1957 


“Section 104 (e) of such act is amended by striking out the semicolon at 
the end thereof and adding a comma and the following: ‘for which purposes 
not more than 25 percent of the currencies received pursuant to each such 
agreement shall be available through and under the procedures established 
by the Export-Import Bank for loans mutually agreeable to said bank and the 
country with which the agreement is made to United States business firms and 
branches, subsidiaries, or affiliates of such firms for business development and 
trade expansion in such countries and for the establishment of facilities for 
aiding in the utilization, distribution, or otherwise increasing the consumption 
of, and markets for, United States agricultural products: Provided, however, 
That no such loans shall be made for the manufacture of any products to be 
exported to the United States in competition with products produced in the 


United States. Foreign currencies may be accepted in repayment of such 
loans’.” 
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Mexico City, Mexico, June 25, 1957. 
Sen. Husert H. HUMPHREY, 
Senate Office Building, Washington, D. C.: 


Your kind letter 7th just reached me here, sincerely hope Senate conference 
will save H. R. 8156 and your continued support greatly appreciated. Thanks 
your kind invitation appear at committee hearing 26th, but physically impos- 
sible to make it. Want to recommend and sincerely feel that proposed legis- 
lation to make Public Law 480 counterpart funds available to American busi- 
ness firms for trade expansion in the Public Law 480 countries is in the best 
interest of the American people as well as the recipient countries and I pray 
your committee in its wisdom will approve this legislation. Greatly regret not 
being able to attend hearing. 


G. C. WHIPPLE. 


CHICAGO, ILL., June 18, 1957 
Hon. Husert H. HUMPHREY, 


United States Senate, Washington, D.C. 


DEAR SENATOR HumMpuREY: We have been in contact with the International 
Cooperation Administration, which controls the operations under Public Law 
480 in Washington and in the United States Government offices in the countries 
in which our company operates, both in an effort to assist in the proper func- 
tioning of the agricultural project in relation to the commercial operations in 
the country and to participate in the borrowing of a portion of the local-currency 
funds that are available. 

In Argentina and in Brazil, our subsidiaries, Compania Swift de La Plata, 
S. A., and Companhia Swift do Brasil, S. A., respectively, have both presented 
projects for obtaining funds for expansion and rehabilitation that have been 
long delayed because of the shortage of foreign exchange for the importation of 
essential machinery. 

The proposed amendment to Public Law 480 which we understand you have 
presented touches on the 25 percent of these foreign currencies which may be 
available for lending to United States firms, branches, and affiliates, but if the 
provision reads “up to 25 percent,” past experience indicates that we who would 
qualify under this clause would have little chance of participating as this would 
probably be interpreted as a ceiling. Unless a floor is also provided for, the 
foreign minister involved would probably be in an awkward position with his 
own politicians, as large sums are necessary for public works and such works 
would have a much stronger political appeal than private industry, either in- 
digenous or of United States capital. 

If these funds are tied into the procedures established by the Export-Import 
Bank requiring that the borrower must repay not the number of foreign units 
but whatever number equals the dollar value of what was borrowed, the plan 
would be inoperative and of greatly reduced value to private industry as the 
latter, of course, has no control over the money policy of the country involved 
and is subject to any inflation resulting therefrom. Therefore, the problem is 
to find a way in which these foreign currencies can be loaned to private industry 
without a maintenance-of-value clause and still give the United States taxpayer 
and investor some protection against the depreciation of the foreign currency 
vis-a-vis the dollar. 

It is important to American agriculture to maintain and develop foreign 
markets for agricultural products, and when these exports are handled under 
a project similar to this, we consider that provision is necessary to assure pri- 
vate United States business of access to at least a minimum amount of the for- 
eign-currency funds resulting from these transactions. Your support will make 
this project successful and operative, and I present it for your careful con- 
sideration. 

Yours sincerely, 
A. THOMAS TAYLOR, 
Chairman of the Board, International Packers, Ltd. 


CLEVELAND, Onto, June 19, 1957. 
Hon. HUsertT HUMPHREY, 


Senate Office Building, Washington, D. C. 


Dear Sir: Our company has been active in international business for 30 
years, and we now have subsidiary companies in 11 countries. Bight of these 
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manufacturing companies are wholly owned. We feel that during this 30-year 
period we have made valuable contributions to the ceramic and consumer goods 
industries in these countries. Therefore, as you can appreciate, we are intensely 
interested in any legislation pertaining to foreign business. 

It has been called to our attention that Congress will soon be considering the 
extension of Public Law 480 relating to the sale of United States agricultural 
surpluses to foreign governments which are paid for in their own currencies. 
The law provides that these funds are to be loaned back to the foreign govern- 
ments to promote multilateral trade and economic development. Twenty-three 
countries have naw received the equivalent of over a billion dollars in their 
own currencies. We understand it was intended that a portion of these moneys 
be reloaned to private business. However, according to published information, 
practically all of these funds have been used or earmarked for government 
projects and no private loans have been granted. We, therefore, believe that 
Public Law 480 should be amended to stipulate that a portion of these funds 
be made available to private industry. 

Many countries participating in this program, particularly in South America, 
are suffering serious inflation and sorely need increased industrial productivity 
to combat this economic ailment. To put hundreds of millions of dollars’ worth 
of their currency into nonproductive public enterprises will only accelerate this 
inflation. 

Local capital is scarce in most of these countries; therefore, a balanced use 
of these funds between public and private enterprise is required. We suggest 
that, to accomplish this, Public Law 480 should be amended to provide that 
the loan funds generated by the sale of agricultural surpluses be separated 
into three categories: 

1. Loans to foreign governments. 

2. Loans to indigenous industry. 

3. Loans to United States firms or their subsidiaries. 

We also feel that these loans should be made without the maintenance-of- 
value condition and carry interest rates prevailing in the particular country- 

In our opinion, assisting private enterprise in a country plagued with eco- 
nomic instability is a more effective method of improving and stabilizing its 
economy than indiscriminate government grants or loans and is immeasurably 
less costly to the United States taxpayer. 

If you agree with our thinking on this subject, which we believe could be the 
basis for an improved United States foreign lending policy, we would appreciate 
your supporting such amendments to Public Law 480 when its extension comes 
before Congress. 

Very truly yours, 
FERRO CorpP., 
R. A. WEAVER, 
Chairman of the Board. 





STATEMENT FILED BY JUAN J. DEL CASTILLO, VICE PRESIDENT, RAFAEL DEL CASTILLO 
& Co. Corp., NEw York, N. Y. 


Responding to the kind invitation of Senator Humphrey, I am glad to give 
my views regarding the use of Public Law 480 foreign currencies as loans to 
private American business enterprise abroad. 

My company has been in the export field since 1909 and is one of the oldest 
American international organizations. I can say with conviction that the lend- 
ing of Public Law 480 foreign funds to American firms operating abroad would do 
more than anything else to stimulate the expansion of United States-managed 
industrial and agricultural ventures in the backward countries of the world. 
This would represent, I take it, the fulfillment of American economic policy toward 
those nations. 

The highly attractive aspect of this proposal is that the stimulus to American 
management to expand its interests and efforts in the underdeveloped countries 
need not cost the taxpayer a penny extra. For better or worse, Public Law 480 
is on the books and in operation, having been found to be one sensible mears for 
solving our problem of farm surpluses. Thus, regardless of what action the 
committee takes, the foreign funds will continue to accumulate. We need not 
here consider the merits of the surplus-disposal program, but only whether some 
of these local currencies ought to be loaned to private American firms. 
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Any American businessman of typical imagination and energy will net fail to 
observe many opportunities abroad where his talents and the resources of his 
company might find useful, proutavle employment. 1 know that this is true from 
personal experience. It is not possible to travel abroad without becoming aware 
of these possibilities. 

However, returning to the realities of the home office, the businessman finds, 
after sober consideration, that the uncertainties existing in the foreign land are 
such that the hope of future profit does not counterbalance them. What are these 
problems? Nearly always, they are (1) aanger of currency devaiuation, (2) 
exchange controls, and (3) inability to obtain guaranties from the local govern- 
ment that dollar exchange will be made available to retire dollar obligations. 

In my opinion, each of these three problems would be obviated if there were no 
dollar debt, or if the dollar commitment were to represent only a small percentag 
of the total commitment to the foreign operation. My own company wouid, in 
recent years, have entered many fields overseas under such happy conditions. 

The question, it seems to me, is nut whether these local funds ought to be made 
available to United States firms, but how, and in what amount. 

I think that such lending of foreign currencies ought to be guided by practical 
and obtainable principles: (1) rigid requirements as to the reputation and 
previous experience of the borrower, and the enacting of suitable guaranties of 
repayment, coupled with (2) imagination of the realistic kind, which wil: not 
preclude the lending of funds for any project where the prospects of repayment are 
good. 

Through which channels should the foreign funds be made available as loans? 

I think without question that the opinion of private commercial banks ought 
to intervene. It should be possible for an American firm to go to their own 
bankers, requesting basic approval of their application for a foreign currency 
loan. The same standards of good banking would apply, just as if an ordinary 
dollar loan were being sought. The applicant would pay the bank a fee for the 
service rendered. If the bank considered the application to be sound in all 
respects, it would forward the application, approved, to the Washington holder 
of the foreign funds, perhaps ICA. ICA would not rule ‘urther on the merits of 
the application. 

If sufficient foreign funds were available, the applicant who had obtained basic 
approval by his own bank would automatically be granted the funds on a loan 
basis. If there were many applicants whose requests exceeded the amount of 
currency available, there is no reason why the Government of the United States 
ought not to profit by this demand by bidding up the interest rate or the percentage 
of the loan repayable in dollars. Such an opportunity for the harried American 
taxpayer to profit on his investments ought not to be overlooked. 

_As with any kind of Federal lending program, there could be pitfalls which 
must be provided for as well as possible. However, I think reasonable men could 
quickly arrive at the solution of the problem of safeguarding the interests of the 
United States with regard to the repayment of these loans. 

I think it reasonable to suggest that, of the total funds designated generally 
for lending, 50 percent be reserved for lending to private American firms. 

The approving commercial American bank might nominate its correspondent 
in the foreign country to police the loan and act as collecting agency for the 
United States. The borrower would pay this bank a fee for its services. Pay- 
ment of such fee would tend to eliminate complaints by foreign banks that the 
field of endeavor was being invaded by American institutions. 

What benefits would arise from the creation of such a program? 

I think they would be numerous but that first of all an extraordinary stimulus 
would be given to American management of all sorts to go abroad and work and 
develop lands that are today largely unproductive. This would result in a clos- 
ing of the so-called dollar gaps and backward countries, expanding in the use 
of their resources, would become better customers for the United States. I 
believe that practical, profit-minded American businessmen will be productive 
of far more general good in the backward nations than has resulted from years 
of effort on the part of impractical economists. 

Initially, the program should be for a limited period, extendable upon recom- 
mendation of the Congress. So that the Congress may be aware of the progress 
of the program, the Washington lending agency should require the filing of an- 


nual reports by borrowers, these reports to be summarized and distributed to 
Members each year. 
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Senator Humrurey. This morning we are very fortunate to have 
with us Senator Douglas of Illinois, ‘the senior Senator from Illinois. 
Senator Douglas has been an active supporter of Public Law 480, and 
one of my closest friends in the Senate, working with me on this 
legislation, as well as other legislation. 

Senator Douglas, I note you have some of your fellow Illinoisan 
constituents with you; we will be happy to have you here to present 
them. 

I want to add for the record that Senator Dirksen called yesterday 
and indicated to me that he wanted to attend very much, and then 
found he had a meeting this morning that he could not break, so I 
told him that we would make this message known to you, and make 
it a part of the record. 


STATEMENT OF HON. PAUL H. DOUGLAS, A UNITED STATES 
SENATOR FROM THE STATE OF ILLINOIS 


Senator Doueuas. First I want to congratulate you on the interest 
you have given to the sale of surplus agricultural products abroad, 
and payment in the so-called soft currencies. I remember you started 
the subject a year ago and was the leader of this movement, and we 
were both delighted after some years that the administration took 
the policy up. And in the trip I took to Europe and the Middle 
East last fall, I found that this act has been of great benefit both 
to our foreign relations, to our farm population, and also as a proper 
economic aid to the countries in turn. 

I think this amendment which you sponsored and which the House 
adopted on the 2ist of June, is a logical conclusion because instead 
of turning the entire amount of soft currencies over to the local gov- 
ernment and to our representatives abroad, for disposition, it makes 
it possible for American business firms to build up their export busi- 
ness in competitive markets, and to furnish the machinery and facil- 
ities which are needed for the rebuilding of these countries which 
otherwise could not be done. 

Therefore, I want to say that as one Member of the Senate I should 
be very glad to do whatever I can to help pass the amendment. I 
want to congratulate you for the time you have given this. 

We have two very fine citizens of Illinois here, who are appearing 
in behalf of this amendment. They have very excellent reputations. 

The first witness is Mr. H. A. Shelby, who is treasurer of the John 
Deere Co., and is representing the Hlinois Manufacturers Associa- 
tion. It is a peculiar pleasure to introduce Mr. Shelby as a repre- 
sentative of the Illinois Manufacturers Association, because it has 
found itself in agreement with the policies which I have supported 
in the Senate—and I believe in welcoming support—and we are very 
happy to see that while we are not always in agreement, we are in 
the same boat, rowing in the same direction. 

I am very happy to call Mr. Shelby. 

Senator Humeurey. Thank you very much. 

Mr. Shelby, we certainly want to welcome you to this hearing, and 
not only welcome you but to thank you and your associates for all 
that you have done to promote the interest in the amendment which 
was adopted in the House. It has been very constructive and very 
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helpful. Go right ahead with your statement. Senator Douglas, 
thank you, too, for your participation. 

Senator Dovetas. I have a very dear personal friend, present in 
the person of Mr. Anthony J. Rudis, who has built the Rockwell En- 
gineering Co., a very fine business which he heads. 

He will be a w itness, also. 

Senator Humpurey. Very good. Are you going to be able to stay 
or will you have to go along? 

Senator Dovetas. I will stay for a time. 


Senator Humpurey. I know that you are busy. You may proceed, 
Mr. Shelby. 


STATEMENT OF HERBERT A. SHELBY, TREASURER, JOHN DEERE, 
C. A.. MOLINE, ILL., REPRESENTING THE ILLINOIS MANUFAC- 
TURERS ASSOCIATION 


Mr. Suetsy. Mr. Chairman, honorable members of the United 
States Senate Committee on Agriculture and Forestry, my name is 
Herbert A. Shelby. I am treasurer of John Deere, C. A., a wholly 
owned subsidiary of Deere & Co., of Moline, Ill., which is engaged in 
the manufacture and worldwide distribution of John Deere agri- 
cultural machinery and implements. 

I have the honor of speaking for the Illinois Manufacturers Asso- 
ciation with its thousands of member firms representing the vast and 
diversified industrial activities of the State of Illinois. 

[ have the privilege of appearing before you in regard to Public 
Law 480, which is now undergoing the legislative processes necessary 
to the extension of its effectiveness for another 12 months. It is my 
intent to confine my remarks to operations authorized under title I of 
the law as they pertain to the sales of surplus United States agricul- 
tural products to foreign countries and against which foreign ex- 
change may be accepted in payment. 

I am here in support of an amendment to Public Law 480, which 
was introduced as H. R. 8156 in the House of Representatives on 
June 14, 1957, under the sponsorship of Congressman Harold D. 
Cooley, of North Carolina, chairman of the Committee on Agricul- 
ture of the House of Representatives. This amendment provides for 
the retention of not more than 25 percent of the foreign exchange 
proceeds arising from the sale of agricultural surpluses abroad, to be 
made available on a loan basis to qualifying American firms, their 
branches, subsidiaries or affiliates for investment abroad. 

While we may look with favor upon the objectives of Public Law 
480, and gain a measure of satisfaction from the accomplishments 
achieved from its operations during the past 12 months, it is well 
that we give consideration to other potential benefits which can be 
realized by the purchasing country and by a wide segment of Ameri- 
can industry. 

Up to the present time, sale by the United States of surplus agricul- 
tural commodities abroad under the facilities of Public Law 480 has 
generated the equivalent of more than $1 billion of United States 
owned foreign currencies and there is every indication that the total 
will rapidly increase. 
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Generally speaking, it has been the policy of the United States 
Government to loan the major portion of these funds to the govern- 
ment of the purchasing country and no provisions were incor porated 
in the great majority of these contracts which placed any obligation 
on the foreign government to permit the lending of any part of such 
funds to the | private business sector within the country or to American 
investors. 

It appears that these funds were loaned to the foreign government 
concerned for their own public projects and at interest rs tes far below 
those available to nationals or to American investors who must bor- 
row capital through the usual commercial channels. 

This method of handling money belonging to United States tax- 
payers drew protests from some quarters ‘and there is some evidence 
that some change in policy is under active consideration. As a mat- 
ter of fact, a provision was incorporated in the $360 million transac- 
tion with India requiring the Indian Government to make the equiv- 
alent of $55 million of the funds available to the private sector. 

However, up to this time, I know of no provisions in any contract 
which obligates the recipient government to make any funds avail- 
able to American investors and I know of only one American firm 
which has been successful in arranging a loan of such funds through 
the facilities of a foreign government. 

In accordance with its foreign policy, the Government of the United 
States is pursuing a program of encouraging United States citizens 
and industrial enterprises to invest in friendly foreign countries. 

Many United States industries have found in recent years that 
important export markets which have been developed over a period 
of years and at great expense are rapidly disappearing to foreign 
competition, due principally to the fact that costs of manufacuring 
within the United States have increased to such an extent that selling 
prices are no longer competitive abroad. 

Senator Humpnrry. I suggest that we place in a copy of the bill 
in the language as adopted by the House. That will fill in the lan- 
guage, so we will place that in the record at this point if you do not 
mind. 

(S. 1314, as passed by the House of Representatives, is xs follows:) 


[S. 1314. 85th Cong., 1st sess.] 
AN ACT To extend the Agricultural Trade Development and Assistance Act of 1954, and 
for other purposes 

Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That the ae Trade Development 
and Assistance Act of 1954, as amended, is amended as follows: 

(1) Sections 109 and 204 of such Act are sehetel by striking out “1957” 

and substituting in lieu thereof “1958.” 


(2) Section 103 (b) of such Act is amended by striking out “$3,900,000,000” 
and inserting in lieu thereof “$4,000,00),000”. 


(3) In the first proviso contained in section 104, after the words “subsection 

(f)” and hefore the word “and” insert: “and for financing international educa- 

tional exchange activities under subsection (h) and for financing the transla- 

av publication, and distribution of books and periodicals under subsection 
i 


(4) Section 203 of such Act is amended by striking out “$500,000,000” and 


inserting in lieu thereof “$899,0°0.000” 


(5) Section 104 (e) of such Act is amended by striking out the semicolon 
at the end thereof and adding a comma and the followirg: “for which pur- 
poses not more than 25 per centum of the currencies received pursuant to each 
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such agreement shall be available through and under the procedures estab- 
lished by the Export-Import Bank for loans mutually agreeable to said bank and 
the country with which the agreement is made to United States business firms 
and branches, subsidiaries, or affiliates of such firms for business development 
and trade expansion in such countries and for the establishment of facilities for 
aiding in the utilization, distribution, or otherwise increasing the consumption 
of, and markets for, United States agricuitural products: Provided, however, 
That no such loans shall be made for the manufacture of any products to be 
exported to the United States in competition with products produced in the 
United States. Foreign currencies may be accepted in repayment of such loans.” 

(6) Within sixty days after any agreement is entered into for the use of any 
foreign currencies, a full report thereon shall be made to the Senate and the 


House of Representatives of the United States and to the Committees on Agri- 
culture and Appropriations thereof. 


(7) Section 210 of the Agricultural Act of 1956, Public Law 540, Eighty- 
fourth Congress (70 Stat. 202), is amended (1) by inserting after the word 
“State” the words “and local penal and”, and (2) by striking out “for minors”. 

Mr. Suey. Shortages of dollar exchange and the desire to protect 
home industries against United States competition have also mo- 
tivated many countries to place restrictions on the importation of 
United States goods to the extent that it has become necessary for 
United States firms to establish production facilities within those 
countries or lose the market completely. 

Those United States firms which wish to establish facilities abroad 
or to expand existing facilities may do so by investing dollars in the 
host countries or by borrowing local currency within the host coun- 
tries. When dollars are invested within a foreign country, the 
investor must assume the very prevalent risk of inflation and currency 
devaluation, which in many countries could quickly decapitalize the 
foreign venture or result in exorbitant losses. 

Consequently, United States investors prefer, in many instances, 
to obtain a substantial portion of their capitalization the borrowings 
of the currency of the host country. 

The principal deterrent to such investments has been and will con- 
tinue to be the inability of branches, sudsidiaries, or affiliates of Amer- 
ican firms to borrow local currencies in the host countries for their 
normal operational needs. Loanable funds are either not available 
or the interest rates are prohibitive. It is well known that interest 
rates in one Latin American country run as high as 3 percent per 
month. 

There is an ample source of funds available in many foreign coun- 
tries originating from the sale for foreign currencies of surplus 
agricultural products under Public Law 480. According to the 
President’s report to Congress of January 14, 1957, sales agreements 
executed up through December 31, 1956, totaled $1,938 million. The 
equivalent of over $1 billion derived from these transactions is being 
or will be loaned to the purchasing country for long periods up to 40 
years and at interest rates of 4 or 5 percent per annum. 

* Although these funds are owned by the American taxpayer, United 
States firms are generally unable to borrow any portion of them for 
private investment in the debtor countries. 

In view of the avowed intent of the United States Government to 
encourage investment abroad and in view of the large amount of 
American-owned foreign currencies held abroad as a result of trans- 
actions under Public Law 480, a recommendation has been made to 
the Congress that Public Law 480 be amended to make it mandatory 
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for the purchasing country to hold at the disposal of private Ameri- 
can enterprise for a reasonable period after the signing of each agree- 
ment, a minimum of 25 percent of the foreign currency to be loaned 
at reasonable rates of interest to existing or potential American 
investors in the purchasing country. 

It was further recommended that the currencies so reserved pur- 
suant to each such agreement be made available through and under 
procedures established by the Export-Import Bank for loans mutually 
agreeable to said bank and the country with which the agreement is 
made. 

Unfortunately, when this amendment was submitted on the floor 
of the House of Representatives, it had been altered to state that— 
not more than 25 percent of the currencies received pursuant to each such 
agreement shall be available. 

Since this places no floor under the amount of funds which must be 
made available, it could very well be a detrimental change since it 
gives the foreign government an effective weapon with which to deny 
the use of any funds to American investors. We believe that, if 2 
percent is to be established as a ceiling, there should also be a per- 
centage established as a floor in each transaction. 

I am quite certain that few will deny that the existence of huge 
surpluses of agricultural products in this country have posed a prob- 
lem of monumental proportions and I am equally certain that all will 
agree that the resultant decline in prices of farm products has created 
a serious economic threat to the prosperity and security of the farmers 
of this Nation. 

Those of us who are directly engaged in the sale of agricultural 
equipment have felt the severe restriction of the purchasing power of 
the farmer, during the past few years, and the pinch has also been 
felt by those industries which furnish raw materials, components and 
services to the industries engaged in supplying the materials and tools 
of agriculture. 

Public Law 480, in its original form, provides effective assistance to 
the American farmer and is undoubtedly a powerful aid to the internal 
economy and general welfare of many foreign countries. 

It is fitting therefore that we should applaud the efforts of our na- 
tional government in creating a program designed to remove this 
hindering influence from the path of the Nation’s economic 
advancement. 

However, we believe that operations under Public Law 480 would 
be far more beneficial both overseas and at home, and would be much 
more palatable to American industry in general if a minimum portion 
of the taxpayers’ money, represented by foreign funds generated 
through the sale of surplus agricultural produets, were to be made 
available on a nondiscriminatory basis to any American firm which 
could qualify under policies to be established regardless of the products 
or services merchandized by such firms. 

It is our earnest hope that the Congress of the United States will 
promptly take the appropriate legislative action to accomplish this 
desirable objective. 

Senator Humrpnurey. Thank you very much, Mr. Shelby. I have 
one or two questions. First of all I want to commend you on the 
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fine and excellent understanding you have of the operation of Public 
Law 480, and the manner it has been administered. 

One of the purposes of this hearing is to try to improve that admin- 
istration, and to broaden but at the same time sharpen the purposes 
of Public Law 480. 

The ceiling that you mentioned of not more than 25 percent shall 
be made available for American industry for loans to American in- 
dustry—you were hoping that there would be language “not less than 
25 percent or a minimum of 25 percent,” is that right? 

Mr. Suerpy. That is what we suggested. 

Senator Humpurey. That is inclined to pose some problems that I 
would like to have you think about. I know what you have in mind. 
and I can understand, because even according to the testimony I 
have received thus far under the existing law, the foreign govern- 
ments are somewhat obligated to make available to private industry 
these currencies which are loaned back to them. 

But as you have indicated, they have seldom done that—very sel- 
dom. Surely, as you indicated, only once to an American firm. I 
mention this because when the Department witnesses testified, they 
told us that under the sales agreements and the loan agreements, as 
the result of those sales the foreign governments are obligated to 
make available to private firms and private industry some of these 
currencies that are loaned to the foreign governments. 

The trouble is that they may be obligated to, but they do not fulfill 
the obligation. And therefore I understand why you want to see a 
certain amount set aside on a mandatory basis available as a part of 
the sales agreement. 

Mr. SHersy. Yes. 

Senator Humpurey. And these currencies, therefore, would be 
available to private American firms. Let us take a country like 
Poland, where for foreign policy purposes American food and fiber 
is used or is made available. Yet the economy has been socialized 
so to speak, or communized. How would that mandatory provision 
work there? Let me just trace this down a minute. 

Your suggestion would make it so that a sales agreement could not 
be consummated unless this mandatory provision have a minimum of 
25 percent of the currency was in the sales agreement. 

Possibly, a country such as Poland would not sign it. There are 
ros and cons on this Polish situation. There were those of us who 
elieved, and the Government did believe, that while it was a calcu- 

lated risk, a political gamble, that it was one worth taking. 

Mr. SHe.py. We were aware of the fact, Senator, that there would 
be some countries in which the American investors quite likely would 
not want to invest; and we had in mind that in setting up this time 
limit. It could be set, say, for 2 years, at which time through nego- 
tiations between the foreign government and the United States Gov- 
ernment, the funds could be reallocated to whatever program might 
be agreed upon. 

I would like to emphasize, though, that we do feel that there should 
be some floor under it, because it gets right down to zero so far as 
the foreign country is concerned, if they want to do so. 

Senator Humpurey. Again, I just want to emphasize here, so that 
we may have a meeting of the minds, if those who administer the act, 
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whoever they may be now or in the future—and people come and 
people go in this Government—if those who administer it insist upon 
an agreement in which a certain percentage of the funds up to 25 
percent such as the Cooley amendment provides, is set aside for 
American investors, you wil] get the same effect as if you had a man- 
datory provision but you would get more flexibility, because you 
would not be tied to a standard that is beyond any flexibility or any 
movement at all. 

Mr. Suetpy. That is true. 

Senator Humrnrey. The spirit of administration of this act is 
very important, and I want to emphasize that one of the things I found 
out that was disconcerting to me was the lack of knowledge or informa- 
tion about Public Law 480 throughout our embassies. They knew 
about it; they knew it was the law. There was somebody in the em- 
bassy that knew about it, but it had not permeated the foreign policy 
structure of the United States. And here is an area of foreign invest- 
ment, here is an economic tool that has tremendous potentiality, and it 
was more or less just being tossed around. I could not help think as 
you were testifying, and I made a note of it, how valuable these 
foreign countries could be in trade fairs for American business firms. 

This flashed through my mind—I had not thought about it at all. 
But let us say that in some areas of the world we do not have a govern- 
ment-sponsored trade fair but American industry would like to ex- 
hibit its products. There are also costs involved in the country where 
the fair is held. Those costs could be defrayed by the use of this Pub- 
lic Law 480, generated currency. 

Mr. Surtey. Yes. 

Senator Humpnurey. Either on a loan basis or, if the Government 
of the United States felt it was in the national interest, and within 
the objectives of our foreign policy, actually grants of those currencies 
cold be made to the participating firms. 

I am of the opinion that the more of that we have, the better off 
we will be. I was pleased to note, by the way, the tremendous re- 
sponse to the fair in Poznan, Poland. And then I noticed the other 
day that the Government is now going to go ahead with an agricul- 
tural fairin Moscow. I think some of the farm implement companies 
and many of the agricultural processing companies were planning a 
private exhibition in Gorky Park, in Moscow—a tremendous oppor- 
tunity. 

About 6 months ago this had all been canceled out. We had one 
of those changes of attitude about the Soviet and so we called it off. 
Now it has apparently been restored. Well, now, there are no Public 
Law 480 funds in Moscow, there will be some in Poland. There will 
be some in many other countries. There is a possibility for, say, a 
company like yours, the John Deere Co., to exhibit the great achieve- 
ments in American agricultural implements. I only mention this 
company as an example. We have one up in Minnesota, too. 

Mr. Suerpy. We are very much aware of that. 

Senator Humpnrey. Yes, sir. Do you think that that would have 
possibilities, the use of these currencies for this type of trade fair 
operation ? 

Mr. Suey. Yes, I very definitely do. 
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Senator Humpurey. Again on this 25-percent minimum, do you 
feel that we ought to try to establish in conference committee some 
sort of minimum on these currencies? 

Mr. Suersy. I think it would be advisable, Senator, because it 
seems to me that if it is left as a matter of policy it could be so flexible 
not to work at all. I think the opinion was expressed by some mem- 
bers of the National Advisory Council that there was a fear that if 
it was made mandatory that these funds be available to investors, 
some of the foreign countries might not enter into the contract. 

I do not know how true that is, but it seems to me that unless there 
is something established to put some compulsion on the people who are 
engaged in this contract, the American investor would still be left 
out in the cold. 

Senator Humpnrey. The way it is now, the Commodity Credit 
Corporation makes available these surplus commodities which are sold 
in country X, for local currency. Then that currency is deposited in 
the account of the Government of the United States, either in a local 
bank there or back in the United States Treasury. Therefore, until 
a loan agreement is made, the money is all ours. And then the law 
lists the purposes for which this money can be expended. 

The business loan would be another purpose if this amendment is 
ultimately adopted out of conference, which I hope it is. I see no 
reason why you would need, in the sales agreement, a mandatory 
provision upon the recipient country. It just seems to me what you 
need is an understanding with the Government of the United States— 
it is our money 

Mr. Suetpy. That is true. 

Senator Humpurey. That there will be some money out of these 
totals of currencies available, whatever the percentage may be, for 
American industry. 

Mr. Suersy. Right. 

Senator Humpurey. As you business people know better than I 
do, you are always confronted with local laws. In the case of Spain, 
no outside foreign corporation can own any more than a certain per- 
centage of the stock. 

Mr. Suersy. Yes. 

Senator Humrpurey. We cannot change those laws, but perhaps you 
can. As I indicated while I was there, we ought to try to politely, 
and persistently, and calmly, and persuasively indicate that we would 
like to see those laws changed a little bit. 

I want to tell you I was surprised when we started talking about 
these things with economic people—they were not of closed minds at 
all. I found out, for example, we had never implemented our 1953 
agreement in Spain, which was a commercial agreement. The Gov- 
ernment has just let that set out in the atmosphere. Four years have 
gone by. 

American business firms still do not know where they stand in the 
Spanish economy. This is no way for the biggest country on the 
face of the earth to act. We ought to negotiate commercial agree- 
ments and know what the results are from American business in rela- 
tion to profits and taxes and all of the privileges that come with com- 
mercial enterprises. 
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Senator Dove.as. I think you threw out a suggestion there which 
merits following up. I think what you suggest is the possibility that 
in certain countries you could not have a minimum percentage because 
of the domestic laws; while in certain countries it might be possible 
to make it mandatory upon our executive department in their overall 
program, taking all countries as a whole, that an amendment per- 
centage be fixed, that in those countries such as Poland for example, 
where. they could negotiate no agreement, that could be offset in other 
countries with a higher percentage, so that the average would be im- 
posed upon the Department of Agriculture and the Department of 
State, rather than upon each and every individual agreement. 

Senator Humpurey. That is right. With a country like Poland, 
if they should have some change of political pattern, the percentage 
which is earmarked would be available in that area, too, as well as in 
other areas. Th's issomething we might explore. I am not an expert 
in this part. I was interested in your point, however, and I wanted 
to get your thinking as to why you felt there ought to be that minimum. 
I think I understand it. 

Mr. Suetpy. We feel there should be definitely established in the 
contract a minimum in those countries where such a minimum is 
feasible. And I think that is the point you are making. 

Senator Humpnurey. Yes, sir. 

Mr. Suetpy. That in some countries it is not feasible or practicable. 
Ve are very much aware of that. We do want to have the machinery 
set up so that in a country where conditions are right, these funds 
can be made available and somewhat on a mandatory basis, either 
through the contract or through legislation. 

Senator Humrurey. Would it be your feeling that the arrangements 
you are talking about and the substance of the amendment of the 
House, if this is fin: lly made a parc of the public law of the land, would 
have a tendency to promote closer cooperation between American busi- 
ness enterprise and agriculture / 

Mr. Suexpy. I think so; I think so. 

Senator Humpurey. I am of the opinion that our farm families 
need some allies, to be very blunt about it. They are diminishing in 
number, and yet agricultural production is an abiding part of our 
economy. But regretfully, when numbers are small, ‘sometimes, as 
vou know, the same amount of attention is not paid to those persons 
involved. And I had hoped that our agricultural problems would 
receive the thoughtful and considerate attention of our leaders in 
Ame. ican business enterprise, because there is a direct relationship, 
as you so well know in your kind of productive activity. Thank you 
very much, Mr. Shelby. And we welcome any advice and counsel that 
you have to give us. I want to commend you and your company upon 
the for esight that you have given it. It was very kind of you to come 
here today. 

Mr. Suetsy. Thank you. 

Senator Humpnurey. We are going to hear from others who may be 
here. I want you to feel free just to say whatever you have in your 
mind as this hearing develops. 

Mr. Anthony J. Rudis is here. Senator Douglas, you mentioned 
him earlier. 

Senator Doveias. Yes. He is a very successful inventor, and busi- 
nessman, and a very close personal friend of mine. 
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Senator Humpurey. Do you want to proceed with whatever you 
have to say, any statement you have to make? 


STATEMENT OF ANTHONY J. RUDIS, ROCKWELL ENGINEERING 
CO., BLUE ISLAND, ILL. 


Mr. Rupis. Mr. Chairman, I would like to make my remarks while 
standing, if you do not mind. 

Senator Humpnrey. You may. 

Mr. Roupts. I want to congratulate the honorable chairman for your 
leadership in this farm-surplus commodity pees and agricultural 
program as a whole, because when we talked to the Senator he under- 
stood the problem and grasped it immediately when it was explained 
to him. 

We do not have to talk days to sell this idea, and we in Illinois are 
very happy about it. We also want to congratulate Chairman Cooley 
of the House committee for his work in the passage of this amendment, 
because we feel that there again they grasped the meaning of this 
amendment in terms of agriculture, what it means to the farmer and 
what it means to the American businessman. I am a farmer, and at 
the present time I am engaged in manufacturing steel plows, forgings, 
fabrications for railroads. We enter into a system of exports, and I 
am classified as a small business. 

We have up to 100 employees. And this Public Law 480 does not 
immediately affect me or my business, but my interest in this is to 
see that the law is improved and the implementation gets a broader 
scope in terms of overall for the good of the farmer, in the lessening of 
the surplus of farm commodities and improving the businessman’s lot 
overseas. I sincerely concur in Mr. Shelby’s statement. 

I can see that in this what you are doing is improving and expand- 
ing the much talked about point 4 project, which is automatic. 

It provides American businessmen, who are thoroughly familiar 
with the country in which they operate, because they only send experi- 
enced men, the funds to improve their business, to increase their pay- 
roll, to increase the standard of living within the country, to increase 
consumption of our farm commodities; it is a natural cycle that 
follows. 

Senator Humpnurry. I certainly agree with that. I think one of 
the things that is needed in America is a better appreciation of the 
contribution of American business as a result of foreign investment 
and production in foreign countries, 

The impact is tremendous, and it has a much greater impact person 
for person, and dollar for dollar than Government programs have. 

Mr. Rupts. Yes, sir. There is a place for both; do not misunder- 
stand me in the great public works field and the field like reclamation 
and irrigation and power in these countries, you have to have these 
huge public developments. 

But my limited experience—and it is very limited—indicates to 
me that wherever you go in your foreign country where there is 
American enterprise that the people that work there, the natives that 
work in that company, are very proud, No. 1, of the fact that they 
work for an American firm; and, second, there is a way of noticing 
the improvement in the standard of living. 
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American capital takes with it genius and know-how and its mana- 
gerial abilities plus, if you will pardon me for saying so, some of the 
social advantage that our society has tacked on to it. 

This opens up a new area. It has been opened, but has not fur- 
thered the exploiting of the foreign field. It will relieve the load of 
what is known as the direct grant, the Marshall plan, the ICA; this 
expands that facet of foreign aid to the country in the surplus com- 
modity program, disposing of our farm commodities, and in the realm 
of this disposal in having this 25 percent available to American 
business that in turn adds impetus to the overall program with the net 
result that we are helping the others and we are helping ourselves. 

I think that this is the positive action that is taking place in the 
form of the amendment supported by yourself, Senator, and Congress- 
man Cooley. That Executive order, as I recall, was mentioned, 10575, 
issued a number of years ago by the President that lies dormant, 
that was supposed to promote private enterprise and funds for over- 
seas operations, but we have not heard anything of any funds ever 
made available under that Executive order. It is just another order 
that has been issued, I guess, for the sake of the record, and yet nothing 
is done. 

Legislation of this kind will be on the record and will be of a positive 
nature where it will be mandatory. And the American business com- 
munity here and abroad being aware of this new provision, will make 
use of it. 

Senator Humpnrry. One of the things that I am interested in find- 
ing out is whether the ICA in this instance sits down with men like 
yourself, and Mr. Shelby, and others, to consult, give and take in- 
formal suggestions about how you can better implement the objectives 
of American foreign policy within the countries of the statutes as 
laid down by Congress, in such laws as the Mutual Security Act and 
Public Law 480, and whether they are getting the benefit of your 
advice. Does this happen on a regularized basis? 

Mr. Roupts. Not that I know of—not to my knowledge. There 
might be isolated cases, but not asa general policy. 

Senator Humpurey. Do you know of any? 

Mr. Suetpy. I would like to say that in the days of the Marshall 
plan, of the ECA, there was a very close relationship between those 
agencies and business. 

Some of us worked very closely with them in trying to work out 
their program and procedures and all of those things. But I know of 
very little such cooperation between the ICA and business. 

Senator Humpurey. The reason I ask this question is that I feel it 
is very much needed. If we are going to put our foreign aid program, 
as Mr. Rudis has just mentioned, and as Senator Douglas tried to do 
in the Senate recently, on a more businesslike basis in the terms not 
so much of grants but long-term loans, supporting loans for private 
investments—all of these many facets of foreign policy program that 





we have discussed—we are going to need the know-how, the knowledge 
and the understanding and the cooperation of men like yourself, and 
your companies. 

This is absolutely essential. Otherwise, we are going to do noth- 
ing but have a taxpayers’ program in the sense of government with 
little or no participation from the other areas of the economy. 
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We are not like the Soviets where they can bring to bear everything 
on one job that is set out to do, because there it is all government. If 
we only go with government into these tasks we come in with one hand 
and one arm off. You have got to mobilize the whole strength of your 
economy to win these struggles. 

I am interested in getting business people to be frank about it and 
involved and participating in this tremendous economic effort we are 
making. 

There is nothing wrong with a man making a dollar, you know. 
That is a good old-fashioned attribute and virtue, particularly as long 
as he conducts himself in a manner which is conducive to good sound 
policy. And therefore, I am going to go into this with ICA and 
others to find out what they are doing about it. 

I want to know why the Executive orders have not been followed. 
I found out when I was overseas how few people from Government 
visits with our businessmen in the countries where our capital is in- 
vested. It just may be that a commercial attaché comes to him once 
in a while. But these business people know a lot more about what is 
going on in some of these areas than the ICA. 

This is not a matter of justifying a report. It is a matter of in- 
forming the stockholders occasionally. And they can get a little irri- 
tated on occasions. 

Mr. Rupts. On this particularly talked-about measure I would like 
to see the point brought out here that the business advisory committee 
operate alongside—not only big business but small business. 

Senator Humpnrey. Exactly. 

Mr. Rupts. The idea of small business in the sense that is one, or I 
should say perhaps it is the most important segment of the business 
economy. You can count the large corporations on your two hands, 
and they are vital to our country. But the small-business man is only 
small, as many people do not know, by his own choice, because he can 
then work as he pleases with his own ingenuity to the degree that he 
pleases, and will accomplish a job in terms of things done and created 
many times greater than large corporations will do it. It is a symbol 
of the individual, the private free enterprise that our country stands 
for. 

That is what small business is. That is the reason I am a small 
business. I remain that way. I could have grown many times. Here 
in America is the only place I can do it. I think many times we under- 

yalue what small business in the cross section of all America really is, 
and we exclude them in some of the advisory committees and boards 
in the administration of some of our laws. 

In this particularly case, I think they may serve you very well. 
I would like to close my remarks by thanking the Honorable Senator 
Douglas from Illinois, who has always come to the front to support 
that which is right for business. And I am happy to have been 
here. Thank you very much. 

Senator Humrnrey. I want to agree with you, my friend. I thor- 
oughly agree. 

Senator Olin Johnston is here with us. Senator Johnston, we are 
discussing the developments under the Public Law 480 which would 
permit the loaning of some of these foreign currencies accumulated by 
our Government to private American business firms in these foreign 
countries. 
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Many American companies have to pay very high rates of interest 
in foreign countries, and here we have over a billion dollars worth of 
foreign currency available. Mr. Cooley in the House sponsored an 
amendment to Public Law 480, which provides that a certain percen- 
tage of the moneys be set aside for loans to American free enterprise. 

I have been working with Congressman Cooley on this and indicated 
back in May that this was a practical suggestion. 

After I came back from the trip, one of the things that impressed me 
was _ fact that we loan money to everybody else except our own 
people. 

Senator JoHnston. I agree that you are correct in that. I think if 
we think about our folks at home sometimes, while we are thinking 
about others, it would be helpful. 

Senator Humpnrey. I want to thank you very much for your help- 
fulness, and your support. 

Senator Mundt, you have been one of those out in the forefront in 
this Public Law 480 program. I believe that this amendment which 
is being discussed here is a very worthy addition to the entire program. 

Senator Munpr. It seems to me it opens up a new vista of opportuni- 
ties. 

Senator Humeurey. By the way, I think possibly in the conference 
committee on this we might very well see whether it is possible within 
the rules of the conference committee to bring in some recommenda- 
tion on this advisory body for the use of these funds. 

Mr. Rudis, of the Rockwell Engineering Co., Blue Island, Ill., was 
just saying that small business—his firm has 100 employees or more— 
has a great contribution to make, as well as big business. This is not 
posing any rivalry between the groups, for they both have an area in 
which they can be helpful. 

I asked many a question as to whether there was very much con- 
sultation between business and our ICA people in programing the 
funds, particularly when we are going to go more into the loan pro- 
gram, you see. The answer was that not as much as there should be. 

I think I am being friendly and charitable when I say there is not 
as much consultation as there should be. In fact, there is very little. 
Now, if we have a billion dollars worth of foreign currency lying 
around, and make a percentage available to American enterprise, it 
appears to me that it would be good for the whole program, good 
for everybody involved, to have set up on a regular continuation basis 
an advisory group as to the utilization of the proceeds of the sale of 
our food and fiber. 

If we started with that, we would have some definite good effect. 
I do not think anybody knows as much about what is going on as the 
man there, and when the businessman is in Spain or Jordan or wher- 
ever he may be, and his profits, his reputation, his investment is 
involved, that man knows something about what is going on in the 
country. And he knows something about the politics of the country, 
because he has to live there. 

Mr. Rupis. Yes. 

Senator Humpnrey. Politics has a lot to do with business, but not 
nearly as much as it has in some other places. I think this is some- 
thing we ought to explore. I would like to get my colleagues’ view 
on this. 
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Senator Munpr. Yes; I think it is especially important that each 
side have the advisory contacts, because over here a lot of businessmen 
should be participating in this, have the means of contact or the 
know-how, or the opportunity or geographical location to get into 
the business. 

Where you have a business large enough that it has a foreign 
branch, you have established contacts with the agricultural attaché 
and economists and business attaché, and they can relay that informa- 
tion back on the cables, and keep you well advised, but you have a lot 
of them not big enough to have that. And it is important that they 
have a way to make contacts. 

Senator Humpnurey. I thoroughly agree. One of the points that I 
want to reiterate, Senator Mundt and Senator Johnston, is that this 
kind of improvement has a tendency to tie in American business en- 
terprise with our agricultural producers. In other words, I made 
the point quite plain that agriculture needs some allies. And here 
is a way where you build better understanding between your farm 
people who are the producers of food and fiber, and your business peo- 
ple who can utilize the capital that is generated from the sale of food 
and fiber under a program which is now established. 

[ think we have got to build that kind of working relationship. 

Mr. Rupts. May I add this? You mentioned the contact of busi- 
ness people and the producers of food and fiber, as to these funds to 
be used by American business people overseas, there is the problem of 
knowing the productive capacity of overseas-sponsored communities 
to produce certain machines. They do not have the plants nor the 
know-how. 

Much of that same business will come back to the United States in 
terms of buying machinery here to go overseas to lift that economy, 
so it will help directly American industry in many instances, because 
I know that certain types of machinery are not made anywhere but in 
the United States, because we not only have the know-how. but other 
equipment, so it expands the economic phases of it. 

Senator Humpnrey. Mr. Rudis, we certainly want to thank you for 
your enlightened presentation. 

I would like to ask my colleagues here if they have some questions 
that they would like to ask. If not, then I will call as the next wit- 
ness Mr. Eldridge Haynes; and I am going to ask Mr. Sayres to 
appear next, because I want to bring him in at the conclusion. He is 
in another area of economic endeavor. Is that all right with you, 
Mr. Sayres? . 

Mr. Sayres. Yes. 

Senator Humpurey. Mr. Haynes. He is president of Business 
International from New York. 


STATEMENT OF ELDRIDGE HAYNES, EDITOR AND PUBLISHER, 
BUSINESS INTERNATIONAL, NEW YORK, N. Y. 


Mr. Haynes. Mr. Chairman, I am editor and publisher of Business 
International, a weekly publication edited for executives in industry 
responsible for the overseas operations of their companies. 

We are honored to be invited to testify at this hearing. And I 
want to add my compliments to those already expressed to our chair- 
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man for his initiative in trying to do something about having some 
of this Public Law 480 money made available to American industry. 

We have been following the administration of this law very care- 
fully almost week by week, through our overseas correspondents— 
we have more than 50 scattered around the world—through our New 
York editors who travel abroad, and through our Washington cor- 
respondent who follows the agencies here in Washington. And I 
myself had the privilege of looking a bit into the administration of 
this act in South America last autumn. 

Everything that I have to say really is founded upon one significant 
fact. ‘shat fact is that in the struggle with the Communist world we 
have one instrument, and I believe only one, for economic development 
that the Communisis do not have and can hardly hope to duplicate. 
In fact, they can never duplicate this instrument of economic develop- 
ment that we possess. 

That instrument is our ability to enter a friendly foreign country 
and build a plant and to stay there, own it, and operate it. The Com- 
munis‘s cannot do that. They can come in—as they have, for example, 
in countries where they may have a contract to build a steel plant—but 
then they have to leave and turn it over to the other government. 
There is no nation on earth that would allow them to come in, stay, and 
operate. In fact, these countries won’t allow the United States Gov- 
ernment to come in and own a plant. This is an area of economic 
development that is reserved exclusively for private enterprise. 

This is the instrument that we have that the Communists do not 
have. When a plant is built in a foreign country, that nation’s econ- 
omy is enormously strengthened permanently, not just given a shot 
in the arm. The plant goes up, jobs are create |—permanent jobs— 
usually better paying jobs than existed in the area. The local indus- 
tries around the plant are stimulated by the purchases of raw mate- 
rials and services that are needed for the plant. The local govern- 
ment has its revenue increased by the taxes paid by that plant. For- 
eign exchange formerly used to import the product now produced 
there is conserved and used for other things. Sometimes the plants 
export and that generates foreign exchange. That is a genuine and 
very permanent form of economic development that we are rendering 
row and that we are capable of rendering to a much greater degree. 
There are many hundreds of American companies that have plants 
cverseas; we estimate about 4,000. That number could be greatly 
increased. 

Senator Humeurey. I am so fascinated and interested in what you 
have ‘o say, I want to commend you for your presentation thus far. 

I have noticed that in many of these areas where we have had diffi- 
culties relating to demonstrations against Americans it is seldom 
against American enterprise. 

Mr. Haynes. That is quite true. 

Senator Humrnrey. I do not think this has been noted quite as 
much as it should be. It has been leveled against government—and 
of course, it is quite understandable at times in terms of the way 
people’s emotions are aroused. But it has not been leveled against 
the other arm of our sys‘em, which is the free enterprise, the voluntary, 
the individual participation arin of business or even our voluntary 
agencies. 
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A couple of days ago we had before us all of these voluntary agen- 
cies—the CARE program, the church program, et cetera. They can 
go into countries where the Government of the United States is 
almost persona non grata and set up programs with Americans and 
‘arry the message of democracy and American ideals on a people- 
to-people basis. And they work very well, because they are not gov- 
ernment as such. 

One of the things that interested me in my limited experience is 
that we are not utilizing the resources of the country. We are trying 
to win that war against communism with one arm tied behind our 
backs. Maybe we could do it, but that arm gets a little tired after a 
while. 

Mr. Haynes. Thank you; that is very true. Even in underdevel- 
oped countries which until a short time ago were colonies of European 
nations they are beginning to discover the enormous difference be- 
tween colonialism and the American concept of free enterprise. Grad- 
ually—we see it almost week by week—efforts to attract American 
capital are on the increase. This is true even in India which has 
to get over its prejudice against colonialism, and for a while there 
was some confusion between American capital investment and colo- 
nialism. 

But India and other countries that have economic development 
plans have predicated those plans on the substantial amount of for- 
eign private capital that they expect to flow in. And those plans will 
not succeed unless private capital does flow in. 

The Indian second 5-year plan does not stand a chance of succeed- 
ing unless a substantial amount of foreign private capital flows into 
the country. This Government has a policy of encouraging foreign 
orivate investment and it has done a number of things such as agree- 
ing to ICA guaranties against confiscation and war-risk insurance 
and some other things. 

One of the great impediments to greater flow of American private 
investment abroad is lack of capital of all kinds. 

The opportunity for American manufacturers within the United 
States that stem from our own growing economy are very great. I 
do not know of a single manufacturer that has enough capital to take 
advantage of all of the opportunities that present themselves. 

Senator Humrpnrey. And right here at home? 

Mr. Haynes. Right here at home and abroad. When any Amer- 
ican manufacturer takes a hard look at an investment opportunity 
abroad, the first thing he does is to try to determine the amount of 
investment that must be made in dollars and the share of the capital 
that could be made in foreign currency. 

Now, some of the investment has to be made in dollars. The pur- 
chase of the machinery and tools to be sent abroad is a dollar capital 
investment. Payment of at least a part of the salaries of the Amer- 
ican management that is sent abroad has to be made in dollars. At 
least temporarily, exporting of components and materials until they 
become available locally are all dollar expenditures. But on the 
other side of the ledger are a number of other activities that can be 
supported with local foreign currency—purchase of land. bricks. and 
mortar, building the buildings, payment of wages and other working 
capital needs that do not have to be in dollars. For that reason every 
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American manufacturer tries to separate these, and then seeks to bor- 
row the local currency content of the investment if he can. 

There is another reason why they invariably try to do that, and 
that is because of inflation. Inflation abroad moves at a more rapid 
pace than at home. 

In Brazil, for example, inflation is proceeding at about 20 percent 
per year. That means that the American firm has to come in and 
purchase cruzeiros with dollars. For 5 years the firm will have X 
amount of dollars that is only going to be used to buy cruzeiros. Dur- 
ing those 5 years the value is going down. Consider that you have to 
earn twice as many cruzeiros just to pay back the loan at 20 percent 

rate of inflation. The prospect of having to do that, of having to 

double the number of cruzeiros to repay a loan, frightens a lot of 
American firms. That is an inhibition against American enterprise 
going abroad more than it has. 

In the case of Public Law 480, we think it is very important. 

Senator JoHnston. Can they borrow money from private enter- 
prise ? 

Mr. Haynes. Only at a very high rate. It is almost impossible to 
borrow money unless you give up a big part of your equity. 

Senator Jounston. It is hard to borrow from over here because your 
investment is over there. 

Mr. Haynes. Over there, and they know that the value of the 
cruzeiro, for ex: Seales is going down. That is correct. 

Senator Munpr. I notice that you in talking about Brazil interest 
rates of 10 and 12 percent, you say they are not uncommon ? 

Mr. Haynes. Yes. 

Senator Munpr. Is that directed specifically to Brazil? 

Mr. Haynes. Yes, that is in Brazil. I used Brazil as an example 
throughout this because it can be much worse than that. 

Senator Munpr. Are those bank loans to business, that pay 10 or 12 
percent ¢ 

Senator Humpurey. In some places more than that? 

Mr. Haynes. We know of loans in Brazil of 3 percent a month. 
One big manufacturer just paid off. 

Senator Humpnrey. What do they call that in consumer credit— 
loan sharks? 

Mr. Suetpy. May I interject a comment here?’ The primary bank 
rate on loans in Brazil is 12 percent. I know of one company because 
of the shortage of available funds, paying as high as 36 percent. 
And there are same cases in Brazil that I have heard of where it went 
as high as 5 percent a month. In Mexico it is 934 percent. You can- 
not borrow in Mexico for less than 12. 

Mr. Haynes. I would like to underline that. 

Senator Humpnurey. It makes George Humphrey look like a hero. 
{ Laughter. | 

Mr. Haynes. I would like to underline the importance to this agri- 
cultural sale progr am of building factories abroad. When this pro- 
gram first got underway, I went to see some of the high officials of the 
Agr iculture Department, and I asked them whether they were dis- 
placing normal commercial exports of American agricultural prod. 
ucts. They said, “Oh, no, this is in addition to the normal exports.” 

I asked them if they were displacing the exports of other friendly 
nations that depend primarily upon agricultural exports for their 
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livelihood, countries like Australia, Denmark, Holland, Argentina. 
They said, “Oh, no, we are increasing the consumption locally of our 
products.” 

Well, now, I hope that is true; but I am convinced that it will be 
true if we take steps to see to it that some factories are built. 

Senator Humpurey. Exactly. 

Mr. Haynes. Because we are not exporting bread, we are exporting 
wheat. Somebody has to convert it into bread. If they do not, if 
there are not more facilities to make more bread, it will not be 
consumed. 

We are exporting cotton and unless the cotton is converted into 
textiles, it will not be consumed. We are not exporting cigarettes, but 
tobacco, and unless somebody makes more cigarettes there will not be 
more cigarettes consumed. 

So it seems to me entirely consistent with the essential agricultural 
purposes of this act that we do everything we can to encourage the 
greater production of goods made of our agricultural commodities. 

Senator Humpnrey. Your point here is that you are not diminish- 
ing the available markets. 

Mr. Haynes. No. 

Senator Humpnrey. You are developing a potential market? 

Mr. Haynes. That is right. We must do that or we are dis- 


placing our own commercial exports or the exports of other friendly 
nations. 


Senator Humpurey. Right. 

Mr. Haynes. The consumer must have the wherewithal to buy 
more agricultural goods, to buy more bread, more clothes, more tex- 
tiles, or the plan will not work. We will not succeed in increasing 
consumption unless the consumers have more purchasing power. 

Senator Jounsron. You are not building up textiles in order to 
have them come back here like we did in Japan? 

Mr. Haynes. The amendment in the House sees to it that that 
cannot happen. The most certain way to see to it that consumers 
abroad have more money with which to buy more textiles is to stimu- 
late industrial activity. If by the judicious use of these funds we are 
generating we can accelerate the whole industrial development of the 
country with unlimited range of manufacturing and industrial activ- 
ity, then we will be helping to generate more jobs and purchasing 
power, and to make certain we are succeeding in increasing the total 
consumption of agricultural products. 

It seems to me that this amendment is very germane to the cen- 
tral purposes of the act itself of actually helping to increase the 
consumption of American agricultural products. 

I mentioned that the great impediment that American industry 
faces abroad is lack of capital. Public Law 480, by generating enor- 
mous funds in some countries, could be used to help solve that prob- 
lem. It has not thus far. The United States Government in 
administering this act has made every loan without exception to for- 
elgn governments only. The United States Government has not 
loaned 1 peso, 1 cruzeiro, 1 rupee to a private industry of any kind, 
and until July of 1956, the United States Government made no effort 
to see to it that any of this money was loaned to private industry. 

On the 9th of July 1956, the National Advisor v ouneil on Inter- 
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national Monetary and Financial Problems held a meeting, decided 
upon the current policy of trying to persuade foreign governments to 
agree to relend some of the money. 

It was in January of 1957 we made an audit around the world of 
what had actually happened as the result of this new policy, and we 
published the report. 

Senator Humeurey. Of 1957? 

Mr. Haynes. Of January 11, 1957. 

Senator Humpnrey. You have in your paper 1956. 

Mr. Haynes. Thank you, I am sorry for that error. I have here 
all of the reports that we have published on the administration of 
Public Law 480, and five of them seem to me to be sufficiently im- 
portant to put in the record. 

Senator Humpurey. I will be very happy to have them placed in 
the record, and to be made a part of the hearing, and I would like to 
have all of the other reports available for reference. 


Mr. Haynes. I have them here for you, and these are the ones suffi- 
ciently important. 


Senator Humpurey. They will be an exhibit for the record. 
(The documents referred to are as follows :) 


[Business International, March 30, 1956] 


How Unitrep Srates Inpustry CAN BENEFIT From Unirep States Crop 
Export PROMOTION 


If your business, directly or indirectly, is related to manufacturing, trans- 
porting, storing, wholesaling, or retailing farm products (mainly food, tobacco, 
and textiles), then opportunities for you abroad may be multiplied by a multi- 
million promotion program being organized in 24 countries under the general 
direction of the United States Department of Agriculture (USDA). The money, 
in 24 foreign currencies, is being created by sale of United States surplus agricul- 
tural products under Public Law 480. A tiny fraction, $17 million, of the pro- 
ceeds of these sales has been earmarked to promote normal commercial exports 
of United States farm products. An additional amount will be put up by private 
sources, both United States and foreign, totaling $20 million to $90 million— 
one of the largest promotion budgets in the free world. 

The objective of the program is to encourage foreigners to spend more of their 
money on United States farm products—final costs and prices would be reduced 
by improving foreign processing and distribution of United States farm com- 
modities. By widening the market, it is hoped that the agricultural exports of 
other friendly nations will be boosted rather than cut by the United States drive. 
If the program is successful look for— 

Increased number of food, tobacco, and textile manufacturing plants. 
Since the United States is shipping raw materials, someone must convert 
them into finished products. 

Fewer barriers to United States agricultural exports. 

Jump in the number of foreign supermarkets. 

New business for manufacturers of equipment used in supermarkets and 
in the storage and transportation of food, textiles, and tobacco. 

Immediate work for scores of market research firms, advertising agencies, 
and industrial designers who are willing to be paid in foreign currencies. 

A rise in living and health standards abroad. 

The promotion program (using the equivalent of $36 million) may include 
such projects as— 

1. Market research. Probably more money has been earmarked for this 
activity alone than has ever before been spent for market research of all 
kinds abroad. 

2. Specific commodity advertising and promotion. 

3. Agricultural exhibits, including supermarkets, at international trade 
fairs. 


4. Establishment of permanent trade centers. 


we 
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5. Visits to the United States by foreign buyers, processors, and distributors 
to learn advanced United States practices in manufacturing, storage, and 
distribution of farm products. 


6. Education in “better nutrition” abroad. 


Use of Public Law 480 funds for market development under sec. 104 (a) 


[In thousands] 


























Market | Alloca- Country program—Trade groups 
develop- | tion to 
Country ment trade ASA! 
alloca- groups DISI? | MNF? |} NOC# |jOWGY5;| TAI®¢ 
tion | 
Argentina_-_ 9000 T....---..-).-._....-2 Lape al |  psbce x68 edd setae. : 
Austria 200 | $50 sale’ pam $50 
Brazil. 150 150 $100 | SPT a tested = Leg taaiern edible 
Burma. ._... | (7) Liy.J eo buanesc hi ae beleaie Laake Rahs iecens 
Chile _.- 200 110 50 50 |: jenpenee $< 10 
Colombia 200 175 75 Te Bh tdiineietate kas Calinadeieed 
Ecuador. Ai 100 od ae Sa 50 ) fe ES ‘SL eeme 
) oo, eae (7) Tse... 5h eb Audis BP wo cal eke hci ; 
Finland. ______- 200 30 es seHti~ tameabt i selantt Ee 30 
BYANG6... 5.1» <-> 700 300 ah Ke nal taleneiiin | > | eee 50 
Germany (West) -- 1, 100 25 $25 Seetal SSA REO LAY 
Greece 7 4 | 200 50 pie 50 |- Li. dda ddeuEl ls adele he ieee es 
Indonesia (7) a teenies hs 4 = 2.0 keen s Rxge eae dt -acdeb polens 
Mae cine a Oe, a Se CEE EO a od |}. linia tain cgi Ste ME a po ats Sek heii 
Israel. 300 50 50 | Pc neo N cee tag ere 
Italy. __ 1, 700 120 100 sinha 20 
Japan. } 3,310 681 75 Pr | ees 150 $6 300 
Korea. ‘ 50 : aaah ah | ; snin on lopteageuen 
Pakistan __ _| 2, 000 115 100 sd atts so cyabst beads een 15 
Peru. -.- 300 100 50 | ..2c biti Wao 
Spain 1, 000 | 115 100 eibiebanchedel se -| 15 
Thailand_. 200 95 | TD [inn Siknbin lee < anda 45 
Turkey 700 100 100 Jade. 
Yugoslavia _ (1) @e Abani ..| (3) = Sei (3) 
| ae qe | oo = = = _E ~ _ —— | ———— 
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1 American Soybean Association. 


2 Dairy Industries Society International. 
3 Millers National Federation. 


4 National Cotton Council of America. 
5 Oregon Wheat Growers League. 


® Tobacco Associates Inc., Burley and 


Exporters’ Associstion. 
7 Lump sum including other eategories. 
§ Other trade groups. 


Dark Leaf Tobacco Export Association, and Leaf Tobacco 


Here is how the program is being carried forward. First, the Department 


of Agriculture contracts with a United States trade association (called the 
“cooperator’) to organize a specific program abroad. The cooperator pays the 
dollar cost of administration of the program while the Department of Agri- 
culture promises the local-currency cost. The program is so new that only 
$2.4 million (of $17 million available) has been tentatively contracted to 8 trade 
associations to be spent in more than 17 countries. 

Second, the cooperator then may enter into a contract with a foreign trade 
association (which also contributes to the cost of the project) to carry forward 
most of the work. (Ironical note: Foreign trade associations are often power- 
ful cartels. Thus the United States Government is encouraging and financing 
foreign monopolies and cartels. Is there anything Uncle Sam won’t do for the 
United States farmer?) 

Here are sume examples of how the program works: The United States 
Cotton Council of America, under contract with the Department of Agricul- 
ture, has entered into contracts with the Syndicat General de l’Industrie Coton- 
niere Francaise and the All-Japan Cotton Spinners Association to promote cotton 
consumption in France and Japan. 

The National Cotton Council set up a European office last summer. Working 
with trade groups in France, the council is training local staffs to apply tech- 
niques of research and promotion developed in the United States for expanding 
cotton consumption. 

The Millers’ National Federation and Dairy Industries Society International 
each have survey teams, made up of men from industry, in Columbia. They 
are checking on the potentialities of their products for United States export and 
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the interest and needs of Colombia. The American Soybean Association made a 
survey late last year in Japan. It believes the market for United States soy- 
beans (we use them for animal feed and industrial purposes) can be main- 
tained and expanded despite Manchurian competition. But to do so the quality 
must be improved, since all the oil and 90 percent of the cake are used for 
human consumption in Japan. 

Tobacco Associates, Inc., Burley and Dark Leaf Tobacco Export Association 
and the Leaf Tobacco Exporters Association have three projects under way 
using foreign currency and the group’s own dollar : 

Two agricultural economists from the University of Kentucky are in 
Spain surveying domestic production and marketing of tobacco products, 
taxation, import barriers. 

Two Officials of the Tobacco Monopoly in Thailand are expected in the 
United States next month (April) to study modern United States manu- 
facturing and distribution methods. 

The tobacco group also plans promotion in Japan to expand the use of 
United States tobacco through advertising in Japanese trade journals, news- 
papers, placards, magazines, and trade fairs. Their representative will 
leave next month for Japan to get the project underway. 

The Department of Agriculture hopes to heighten the reputation and demand 
for United States agricultural products (and incidentally United States process- 
ing equipment) through participation with private trade groups and the United 
States Department of Commerce and United States Information Agency at up- 
coming international trade fairs. These potential customers can see, feel, and 
even taste foods and learn about their competitive quality, price, and nutri- 
tional value. 

The Oregon Wheat Growers, National Milk Producers’ Federation, American 
Soybean Association, the three tobacco trade groups and Dairy Industries 
Society International will exhibit at the Osaka (Japan) International Fair 
opening April 8 along with other trade associations. 

The United States Information Agency is joining with the Department of 
Agriculture in exhibiting cotton, tobacco, meats, and dairy and grain products 
at the International Samples Fair in Barcelona, Spain, from April 1—20. 

The National Association of Food Chains (NAFC) in cooperation with the 
Department of Agriculture will feature a United States supermarket at the 
Third International Congress of Food Distribution in Rome, Italy, June 17 to 
24. To meet the cost of this exhibit the Department of Agriculture will con- 
tribute in foreign currency the dollar equivalent of more than $100,000 and 
NAFC’s portion will be nearly as much in dollar costs of goods and services. 
Six hundred individual firms are supplying 7,000 items of merchandise plus a 
full range of equipment used in supermarkets. United States supermarkets 
have attracted many foreign visitors from European countries. Overall pur- 
pose of the supermarket display in Rome is to show the United States efficient 
and low-cost system, wide variety, and dependable quality of products, sanitary 
handling of products, prices marked on goods. 

Mr. R. L. Tyler, president of Tyler Refrigeration International CA, Niles, 
Mich., announces that they have recently signed a partnership agreement with 
Amco Apparate and Maschinenbau G. m. b. H. of Wuppertal. West Germany, as an 
opening wedge to the European supermarket business. Tyler will supply the 
complete equipment for the American way of life market at the International 
Food Fair in Rome. 


[Business International, April 27, 1956] 
UNITED States Stupres How To LENp Its ForEIGN CURRENCIES TO BUSINESS 


The United States Government is taking a serious second look at its policies 
governing the lending of the vast and rapidly growing volume of foreign exchange 
it owns. This is money—so far in 20 foreign currencies—paid to the United 
States Government for its agricultural surpluses under Public Law 480. The 
amount already earmarked for loans is nearly $500 million (see p. 2) and may 
rise to $2 billion (BI, March 9, 1956, p. 1). As matters stand, private enter- 
prise has a chance to borrow some of this money only in Brazil. In 19 other 
countries private business is excluded by the stringent rules the United States 
Government has insisted upon. 

The decision to reexamine the matter means that the United States Govern- 
ment has an opportunity to encourage United States private enterprise to play 
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an even more dynamic role in the economic development of the free world—an 
encouragement that is needed and timely in view of the mounting Soviet eco- 
nomic offensive. 

EXCHANGE GUARANTY FATAL 


Public Law 480 does not stipulate to whom the money shall be lent or how. 
It merely states that proceeds (in foreign currencies) from the sale of the sur- 
pluses may be used for any or all of eight uses including “loans to promote multi- 
lateral trade and economic development.” Some time ago the National Advisory 
Council on International Monetary and Financial Problems (NAC) ruled that 
an exchange-rate guaranty shall be required from borrowers—“maintenance 
of value” is the phrase official Washington uses. By this rule borrowers are 
required to give a guaranty against loss owing to devaluation (or depreciation) 
and to pay back whatever local currency is necessary at the time of repayment 
to equal the dollar value of what was borrowed. Naturally, private industry 
cannot give such guaranties. 

The result: all loans have been made to governments and all these govern- 
ments except Brazil's (BI, April 13, 1956, p. 1) have been required to give an 
exchange-rate guaranty. The evidence is that all of the borrowed money 
(except in Brazil) will be used to finance foreign government projects and that 
none will be reloaned to private, productive enterprise. 

Protests from United States businessmen are rising as they learn what is 
happening. Now that an exception has been made in the case of Brazil, other 
governments are asking that they be relieved of the exchange guaranty at least 
on future loans. Brazil stubbornly refused to give such a guaranty and the 
United States had the alternative of surrendering its demand or not selling sur- 
pluses to Brazil. 

The dilemma facing the United States Government arises from two apparently 
conflicting desires. It has the responsibility of protecting United States tax- 
payers from loss owing to devaluation. Moreover, lending to governments means 
that each loan is safer than would be loans to private business. There is no 
commercial risk. 

Opposed is the desire to cooperate with private enterprise. So far, there is no 
evidence that governments that have given the United States an exchange 
guaranty have been willing to relend to private business without requiring a 
similar guaranty. Moreover, the aspirations of all governments for projects 
of their own always exceed the funds available to them. Therefore, except in 
Brazil, it looks as though private industry will be effectively barred from bor- 
rowing these funds. 

DYNAMIC CONSERVATISM ? 


This does not mean that the United States will be financing socialism—as 
such—abroad. The United States must be consulted with respect to each loan 
project and can exert influence to prevent its money from being used to finance 
an activity that it considers to be in the province of private enterprise. Never- 
theless, none of the money outside Brazil seems destined to be lent to expand 
or modernize private enterprise. This would be a curious record for a Repub- 
lean administration responsible for lending hundreds of millions of United States 
taxpayers’ money. 

The Government’s problem is to find a way to channel at least some of this 
money into worthy, private, productive projects, at the same time guarding 
against loss owing to devaluation—and to accomplish this without slowing down 
or losing sales of agricultural surpluses. 

The Government should seriously consider ruling that half the future loan 
money be set aside for 2 years and made available during that period as loans 
to United States private industry for use within the surplus-importing country; 
after 2 years, or when the money is repaid, the United States Government would 
have the right to do whatever it pleases with the funds within the terms of 
Public Law 480. This would mean, of course, that the United States Government 
would assume the exchange risk for this half of the money. 





PROBLEM NOT INSOLUBLE 


The two paramount questions are: could loans he made in a way to reduce to 
reasonable proportions the devaluation risk, and could the plan be sold quickly 
to the importing nations so as net to interfere with the sale of agricultural 
surplus? 
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The devaluation problem is faced by the United States when it makes a sales 
contract and long before a cent is lent to anyone. For example, the United 
States cannot accept the official rate of exchange in countries that have de facto 
devaluation and multiple exchange rates. In Brazil, the United States accepted 
the export rate of “other commodities”—50.06 cruzeiros per dollar. The free rate 
at the time was 71, and the auction rate for agricultural imports (category 1) 
was just under the free rate. In short, the United States took a 30-percent loss 
in Brazil (before a single loan was made.) 

There is nothing in the law that requires the United States Government to 
demand an exchange-rate guaranty. When the law was debated, the possibility 
of loss owing to devaluation was discussed. The farm group were quick to point 
out that the devaluation risk was less than the risk of spoilage. Even now it is 
costing the United States $1 billion per year just to stére the surpluses. 

Finally, the United States is giving awav much of its agricultural surplus. 
So far, under Public Law 480, the United States has donated more than $500 
million worth of surpluses (or the foreign exchange generated by their sale) for 
relief, for military procurement in the common defense, for economic aid and for 
exchange of students. 

In these circumstances a stiff, inflexible, and strict requirement for a “mainte- 
nance of value” clause in loan agreements seems incongruous especially when 
it has the effect of freezing out free enterprise and forcing all the loan money 
into foreign government projects. 

Yet three steps can be taken to reduce the devaluation risk to reasonable pro- 
portions. The first is to make loans to private industry for much shorter periods 
of time than the United States has been lending to foreign governments (up to 
40 years). There would be plenty of takers for 3- to 7-year money. 


DEVALUATION RESERVE 


More important, the present 4-percent interest rate the United States is 
ch»rging (with an exchange-rate guaranty) could be raised, possibly to 7 percent 
and the 3-percent difference set up as a reserve against devaluation. ™n 7 years 
this would amount to 21 percent. A pool of these funds from 25 to 30 countries 
would constitute a considerable insurance reserve against devaluation wherever 
and whenever it might strike. 

Finally, if each loan application were evaluated to determine how the project 
would conserve or earn foreign exchange, added devaluation protection would 
be gained. 

Could such a plan be sold quickly to the importing nations and thus not infer- 
fere with the continued sale of the surpluses? It should be emphasized that 
this program contemplates that onlv half the loon money be earmarked for loans 
to United States private industry. The other half would be available for loans to 
the foreign government to be reloaned to local private enterprise—or for public 
works—with the foreign government assuming the exchange risk for this half. 
The sales agreement already negotiated provide for joint consultation in review- 
ing loan anplications. It would be appropriate for the veto power to be exercised 
by the United States on the use of the funds for which it assumes the exchange 
risk, and vice versa. 

Making half the money available as loans to United States industry would 
have beneficial effects on the economies of the importing nation. Specifically, 
such loans would: 


Help solve international payments problems of the importing nations by 
expanding production of goods that either conserve foreign exchange by 
replacing imports, or earn foreign exchange through exports. 

Stimulate other local industries—suppliers of raw materials and com- 
ponents. 

Provide more jobs. 

Provide more taxes for the local government. 

Encourage greater investment of United States capital abroad. There 
are hundreds of United States firms that would establish production focil- 
ities ahrord if their executives knew they could borrow local funds at rea- 
sonable rates to supplement their own dollar investments. The suggested 2- 
year period would require United States companies to decide soon on in- 
vestment and expansion plans, thus stimulating prompt actions on their 
part. 
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Expansion of private industry is the one economic force that communism can- 
not offer or duplicate. They cannot offer to build and own and operate a plant 
in a foreign country. This is the direction in which United States foreign eco- 
nomic policy can move to meet and defeat the new Soviet economic threat to the 
free world. It deserves the support of the United States Government. It will 
require making available the vast, rapidly rising funds accummulating the world 
over from the sale of agricultural surpluses as loans—good business loans— 


to responsible corporations. To fail to seize this opportunity would be a trugic 
error for the United States and its allies. 


Foreign currencies earmarked for loans * to promote multilateral trade and 
economic development (under Public Law 480) 


[Millions of United States dollars} 














1 
Country | 1955 | 1956 | Country 1955 1956 
ep 
PGR s 55 watixh $< Saye de 2.3 MEG MO ions dceaseince seen asaeiws 30.0 yore 
I ae A a ce 1.5 | Te i cea tala | 59.5) 2494 
Brazil 31.3 || Pakistan... _- vs | 400 25 
Chile ects; Subeeeee Pett 40) ie WP. 260. si Jdeat 54 23 
Cts oo: da ase - deeds ay 3.0 7.0 || Spain apebbaeks es a 53.8 
Ecuador____.-_- PR Se 31 \ Spain-Switzerland____._._.__._. Sin 33.0 
TE ee ee | a ee ee ee eT ean. - 
GNGGNT to. 35522 ABE ie eet OO Tee TI 14.5 2.0 
TOQOOMR. ices sop} - bias sds --| Fh: 41h POCONO vce nn - danicctsves hon tearines 9.0 
ei iicraiesesladinudduee Seb becncaietel sae 25 | ——_—_—_—}——_- —— 
TRONS 5.60 2s Be Se Ps 2g 21.4 | Tete ee Se 153.1 | 342.6 


! As of Apr. 15, 1956. 
2 Not yet ratified by Diet. 
3 Triangular deal, see BI, Apr. 20, 1956, p. 8. 


[Business International, August 24, 1956] 
UniTEp States Apopts WEAK PLAN FoR ForREIGN CURRENCY LOANS 


Monday’s announcement by ICA (generally ignored by the press) on the lend- 
ing of foreign currencies generated by the sale of United States agricultural 
surpluses, and the instructions that have gone to United States operations mis- 
sions abroad provide little hope that private enterprise anywhere, and least of all 
United States private enterprise, will benefit appreciably from the move. 

The United States Government is engaged in selling $3 billion worth of sur- 
pluses abroad for the buyers’ money—not dollars. Under Public Law 480, there 
are eight uses that can be made of the foreign currencies which the United States 
Government receives for its agricultural surpluses. One of these—‘“loans to 
promote multilateral trade and economic development”—accounts for more than 
half the money—more than $500 million so far. The amount for such loans 


seems destined to become more than $1.5 billion—an awful lot of money in any- 
one’s language. 





PRIVATE ENTERPRISE LEFT OUT 


So far almost all of the loan money has been lent to the importing govern- 
ments—for state projects—and hardly a cent has been lent to private enterprise, 
either indigenous or United States. Business International exposed this fact 
March 9—the first publication or service anywhere to do so. Since then United 
States business has been inquiring why the United States Government made 
this decision. Proposals have been made as to how some of this money could 
be lent to private enterprise without slowing the sale of supluses or unduly risk- 
ing depreciation of United States taxpayers’ money. 

On July 9, the National Advisory Council on International Monetary and Finan- 
cial Problems (NAC) met secretly to define a new policy that could channel some 
of this money into private enterprise. Instructions were dispatched to United 
States embassies overseas. Last Monday, August 20, the public announcement 
was made which the newspapers did not consider newsworthy. The guts of the 
announcement follow : 


THE WEAK DECISION 


“Loans are made through established banking facilities in the country con- 
cerned. The acceptability of projects and of borrowers of the loan funds rests 
with the foreign government and the lending institution concerned. 
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“In administering these loans, ICA is placing increasing emphasis on the use 
of the funds as capital for private enterprise, both local and foreign, and on 
using the funds to stimulate new private capital investment. * * * 

“In negotiating both surplus commodity sales and loan agreements, United 
States officials are increasingly stressing the desirability of devoting a portion 
of the loan funds to relending to private enterprise, including both domestic 
entrepreneurs, Americans or nationals of other countries. 

“As the legislation favors the channeling of the loans through established bank- 
ing facilities of the country concerned, the United States does not engage in 
making the loans directly, nor are particular investors sponsored. United States 
investors, however, are provided with available information on local loan policies 
and practices, or other conditions affecting investment projects. Such informa- 
tion is available from the appropriate United States operations mission or from 
the American embassy in countries where there is no operations mission.” 

This is bitterly disappointing to United States business for the following 
reasons: 

1. This money, every cent of it, belongs to United States taxpayers. To sur- 
render to a foreign government control over the lending of United States tax- 
payers’ own money is a new chapter in United States foreign economic policy. 
The United States controlled the disposition of aid money under ECA, MSA, 
FOA, ICA. But this is something spanking new—a policy that few Americans 
will applaud. While the United States will ask that the funds be lent on a non- 
discriminatory basis, the control rests with foreigners, not with the owners 
of the money. Because foreigners generally believe that all United States 
corporations are rich and don’t need to borrow foreign currencies, there is little 
reason to believe that United States applications will be sympathetically received. 

2. That the United States is placing “increasing emphasis on the use of the 
funds as capital for private enterprise,” in the words of the announcement, 
means this: In the future when negotiating sales contracts United States officials 
will endeavor to persuade the importing government that it should agree to 
set aside a portion of the funds to be lent to private enterprise. But the in- 
structions to the missions read that such persuasion shall be attempted “where 
it does not conflict with other objectives”—such as needed public works. In 
short, an agreement to lend some of the money to private enterprise will not be 
made a condition of the sale. Thus there is no guaranty that any of the money 
will be set aside for loans to private enterprise. 

3. The United States is not abandoning its requirement for a “maintenance 
of value” clause—meaning that the lending institution which borrows the money 
from the United States must promise to repay the United States the dollar value 
of the foreign currency it borrowed. This is equivalent to an exchange rate 
guaranty, something no private business can agree to make. The theory is that 
the lending institution, which will pay the United States 3 to 4 percent interest, 
can relend at a much higher interest rate using the difference as a reserve against 
the devaluation risk. Interest rates in many countries are already exhorbitant, 
and United States businessmen will not welcome the requirement that they be 
required to pay exhorbitantly for their own money. 


PROPOSALS OF BUSINESS 


Businessmen had hoped that the United States Government would revise its 
policies to provide: 

That the foreign government purchasing United States surpluses for its 
own money (instead of dollars) must agree that a reasonable proportion 
of the funds will be offered to private enterprise as loans. 

That a reasonable proportion of that sum must be offered as loans to 
United States citizens. 

That such loans would be made only for enterprises that will save or earn 
foreign exchange for the host country—for up to 7 years—at up to 7 percent 
interest. Such policies, applying to loans spread among more than 25 coun- 
tries, should provide adequate protection against devaluation loss. 

But the hopes of businessmen were dashed by the NAC for one basic reason: 
fear that such rules would interfere with the sales of the surpluses. This fear 
springs from a lack of confidence in the whole idea of selling agricultural 
surpluses abroad. 
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UNITED STATES COMPETITIVE WEAPONS 


Brazilian officials tell BI that they agreed to buy United States agricultural 
surpluses not because they preferred United States farm products over others 
but because the United States, by lending back the money, would make it possible 
for them to proceed with important public works projects. If this is true, then 
the United States Government has gone into competition with other agricultural 
nations with a competitive weapon others cannot match. If it is in the United 
States national interest to aid Brazil to build public works, there are other ways 
to do it than by stealing markets from friendly allies that derive their living from 
selling their agricultural products on merits. If what the Brazilians tell us is 
exaggerated, then the United States negotiators were suckers to allow virtually 
all of the money to be used for government projects. 

In either case, the time has come for a general reexamination of the whole 
idea. Acquiring $3 billion worth of other nations’ currencies is something new 
in United States history. Businessmen are not convinced that United States 
Government officials have thought through the responsibilities they have assumed. 
All that can be said now is that this indirect farm subsidy and the policies that 
implement it offer little benefits to United States taxpayers who put up the money. 


First Pusiic Law 480 Private LOAN AGREEMENT SIGNED WITH PAKISTAN 


On August 7, 1956, in Karachi a sales agreement was signed providing for the 
purchase, by Pakistan, of $46.4 million of United States agricultural surpluses 
to be paid for in Pakistani rupees. The agreement provides that $7 million (in 
rupees) will be used by the United States for “loans to promote multilateral trade 
and economic development” ; of this, $1.7 million is to be re-lent to private enter- 
prise “through existing banking facilities under procedures to be agreed upon 
between the two governments.” The next step is a supplemental loan agreement 
which will be negotiated by ICA with Pakistan. This will name the borrowing 
institutions—the rate of interest—provide for the relending on a nondiscrimina- 


tory basis to private enterprise, ete. BI will report this supplemental agreement 
as soon as it has been completed. 


[Business International, January 11, 1957] 


Pusiic Law 480 Funps Stitt Our or REACH oF PRIVATE (AND UNITED STaTEs) 
Firms 


BI correspondents in Tokyo, Bombay, Karachi, Madrid, Vienna, 
and Latin America have made on-the-spot checkups to determine 
whether local currencies received for United States agricultural sur- 
pluses under Public Law 480 are being lent to private industry, or 
whether—as in the past—the loaned funds are being used exclu- 
sively to finance state projects of foreign governments. They also 
looked into the charge (made in Canada and elsewhere) that United 
States negotiators are pressuring foreign governments to step up 
their “normal” purchases of United States farm commodities as a 
condition for Public Law 480 deals. 


The background: The United States is in the process of selling $3 billion 
of agricultural surpluses abroad, not for dollars but for the currencies of the 
importing nations. The law provides eight uses to which this money can be 
put, but more than half is being re-lent to the importing nations “to promote 
multilateral trade and economic development.” From 1954 to mid-1956, the 
United States had agreed to lend some half-billion dollars of foreign currencies 
while failing to stipulate that any of the money be made available to private 
industry. Because the United States insisted on a “maintenance of value” 
clause (requiring the borrower to repay the dollar value of what he borrowed— 
in effect an exchange-rate guaranty), private industry could not get into the act 
in any case. Thus the United States was financing statism abroad with United 
States taxpayers’ money. 

BI made this fact public in a series of reports starting in February 1956. On 
July 9, the National Advisory Council on International Monetary and Financial 
Problems, an inner cabinet whose chairman is Treasury Secretary George 
Humphrey, made a halfhearted decision to try to persuade importing nations te 
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relend some of the money to private industry. But the maintenance-of-value 
requirement was kept. And the decision as to what private firm would be 
permitted to borrow United States taxpayers’ money was turned over to the 
foreign governments involved—a new twist in United States foreign financial 
policy. 

Your chances of being able to borrow some of these hundreds of millions of 
dollars in foreign currencies are still remote and unpromising. Precious little 
of the money is actually being lent to private industry, still less to the manufac- 
turing industries and practically none for foreign subsidiaries of United States 
manufacturers. 

Virtually every importing government is loath to make any of the funds avail- 
able to private enterprise because of the great political and economic pressures 
for more money for their own development programs and public works. In the 
few cases where private industry has been privileged to borrow some of Uncle 
Sam’s money, the borrowers have been indigenous firms engaged in basic indus- 
tries allied to development programs in their countries—such as power and 
mining companies. Intense nationalism and local political considerations offer 
little promise that United States-owned manufacturing firms will find their 
applications acted upon with speed and dispatch—and decided affirmatively. 

Hundreds of United States firms that have sought the assistance of United 
States embassies abroad or have gone to Washington, have returned home 
emptyhanded and with little encouragement, not because of an uncooperative 
spirit of United States officials but because the United States Government has 
given to the foreign, importing governments the final authority to decide on loan 
applications. 

On the encouraging side, there is little evidence that United States negotiators 
have robbed other agricultural nations of their normal export markets as some 
of the latter have charged. In no instance could BI find that United States 
officials had forced the importing nation to increase its “normal” purchases of 
United States farm commodities as a condition for a Public Law 480 plum. 





COUNTRY-BY-COUNTRY RUNDOWN 


Spain has purchased $177 million worth of United States surpluses for pesetas ; 
$106 million of the peseta proceeds are to be lent back to Spain, though the loan 
agreements have not yet been signed. It is known, however, that the agreements 
will provide that some of the money, $12.7 million (in pesetas) from one $53 
million purchase agreement alone, will be offered to private enterprise. The 
fortunate borrowers whose applications have already been approved by Spanish 
authorities: 2 e'ectric-power companies and 10 coal-mining firms. The loans 
will be handied by the Banco de Credito Industrial in accordance with instruc- 
tions from the Ministry of Industry. United States Embassy officials forecast 
that in fiscal 1957 Spain will take $100 million in United States farm surpluses 
and that $70 million of this will be lent back to Spain, $17.5 million being offered 
to private industry. 

Austria has not signed a purchase agreement since the United States policy 
decision of July 9, 1956. One is being negotiated now. Two previous deals 
(signed in June 1955 and February 1956) provided that 65 percent of the proceeds 
from purchases totaling $28.4 million would be relent to Austria. Yet at the 
end of 1956 not a cent of the loan money had been put to work, because the 
Austrians are still waiting for United States authorities to complete the details 
of the loan agreement. 

The Austrians plan to use all the money in eastern Austria, the area recently 
vacated by the Russians. While Viennese officials profess sympathy for lending 
to private industry, there are precious few privately owned industries in the 
former Soviet Zone. The outlook for lending to private industry therefore is 
dim. 

India has agreed to provide $54 million, in rupees, as loans to private industry 
from the total of $234 million (in rupees) which will be lent to India from the 
proceeds of Public Law 480 commodity sales. As yet, little of this money has 
been generated by actual deliveries, and the supplemental loan agreement has 
not yet been signed. 

BI’s Bombay correspondent has been informed that the lending may be 
channeled through the Industrial Credit and Investment Corporation (ICIC)— 
though United States negotiators are trying to route some of it through com- 
mercial banking channels, including United States branches in India—and that 
those who hope to borrow from this fund will be required to show how the loan 
will advance the second 5-year plan. 
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Pakistan has not yet established the rules for lending rupee funds arising from 
Public Law 480 sales. Under the agreement signed between the United States 
and Pak Governments in August 1956, no less than 8 million rupees ($1.7 million) 
of the currencies generated by the sale of United States surpluses and lent back 
to Pakistan would be reserved for lending to private enterprise through estab- 
lished banking channels. But at year’s end only one loan had been approved— 
to the Fisheries Cooperative Society. The amount: 500,000 rupees. 

The Ministry of Economic Affairs informed BI’s Karachi correspondent that 
during the calendar year 1957, 4 million rupees arising from Public Law 480 sales 
would be relent to private industry, but that procedures to govern the lending 
had not yet been worked out (read: the supplemental loan agreement with the 
United States has not yet been signed). 

Japan’s Public Law 480 sales agreements were negotiated before the United 
States adopted the policy of encouraging loans to private industry. Yet a 
trickle of the money is probably tinding its way into private enterprise. Under 
the second agreement of February 16, 1956, $2.8 million in yen was allocated to 
the Japan Productivity Center at the same interest rate the Government pays 
the United States, 4 percent. The Productivity Center in turn lent this money 
to the Industrial Cooperative Bank at 6.5 percent, which mingles the money with 
its other funds and relends to private industry at 8 to 10 percent. 

The outlook is far Japan’s purchases of United States agricultural surpluses 
to decline and possibly die. The country’s foreign exchange position is strong. 
Principal supporter for Public Law 480 in the Japanese Government was Agri- 
culture-Forestry Minister Ichiro Kono, whose Ministry prospered with yen re- 
ce pts for Unit d States surpiuses, t us upsetting o her miniscir.es—esp cially 
finance, which had no control over this windfall. When Tanzan Ishibashi be- 
came Premier, Kono was dumped—and many in Tokyo feel that future Public 
Law 480 deals went down the drain with him. 

An even more compelling reason for believing that Public Low 480 is finished 
in Japan is the fact that Australia has offered to remove discrimination against 
Japanese imports (long sought by Tokyo) provided that Japan purchase large 
quantities of Austrialian wheat (reportedly 300,000 to 400,000 tons annually). 
This alone would end Japan’s importing of United States wheat. 

Brazilian officials are particularly unenthusiastic about agreeing to relend 
some of the money to private enterprise. They point out that Brazil is a “de- 
veloping’ nation, thit it desperateiy needs every cruzeiro for badly nee ved 
public works. The biggest deal in Brazil was consummated without an agree- 
ment as to any percentage of the funds to be set aside for private industry 
per se. Brazil did agree that some of the money would be relent to private 
industry, but the Director of the Development Bank told BI that his institution 
(which will handle all loans) would weigh each loan application in terms of its 
contribution to the development program of the country, without regard as to 
whether the borrower was a private industry or public agency. As matters 
stand, American & Foreign Power may thus be the only United States private 
enterprise allowed to borrow in the foreseeable future, even though scores of 
other firms have tried hard to borrow some of this money in capital-starved 
Brazil. 

Elsewhere in Latin America, negotiators in the United States Embassies have 
pointed out that the borrowing governments are well aware of the fact that 
Public Law 480 does not require a cent of the loan money to be made available 
to private enterprise. These United States officials believe that if the law did so 
stipulate, then (a) their difficult job of persuading the foreign governments to 
agree to this condition would be eliminated, and (0) the foreign governments 
would buy United States surpluses just as quickly and in as large amounts. It 
may be equally true that the only way that United States firms can actually 
borrow some of these funds is for the law to provide that some reasonable pro- 
portion of the loan funds shall be offered to private industry, and that half 
of this amount (whatever it is) shall be offered to United States firms for a 


reasonable period of time. 
{Business International, May 10, 1957] 
UNITED STATES FOREIGN LENDING PoLicy: A Discuss1on—Part II 


The United States Government is now committed to lend more than $1 billion 
in 23 foreign currencies—virtually all of it to foreign state projects. This is 
money paid by 23 foreign governments in their own currencies for United States 











406 POLICIES AND OPERATIONS 


agricultural surpluses sold to them under Public Law 480. The law provides 
that the money can be used in 10 ways, but actually 56 percent, more than $1 
billion, has been earmarked for loans “to promote multilateral trade and eco- 
nomic development.” 

The United States Government’s loan agreements contain a “maintenance of 
value clause” stipulating that the borrower must agree to pay back not the 
same number of, say, pesos that were borrowed but whatever number of pesos 
will equal the dollar value of the pesos originally borrowed. 

This all started in 1954, and until mid-1956 all of the money was used for 
state projects. On July 9, 1956, the United States Government adopted a policy 
of trying to persuade foreign governments to relend some of the money to pri- 
rate industry. Brazil refused to be committed to lending a single cruzeiro to 
private industry. Other governments agreed to lend small amounts, up to 25 
percent, but in a checkup made in several countries by BI in January (BI, 
January 11, 1957, p. 1), it was revealed that actual lending to private industry 
remained only an intention of certain governments and that the prospects for 
United States branches and subsidiaries borrowing any were very dim. 

Public Law 480 will be extended in this session of Congress, and the amounts 
of agricultural surpluses we are permitted to sell abroad will be increased from 
$3 billion to at least $4 billion—perhaps to $6 billion. So the lending of pro- 
ceeds will continue. 

Next year the reflow starts. Here are the Government's projections of in- 
terest receipts and principal repayments through 1962: 


{Million dollar equivalents] 


Year | Interest | Principal 
payments | repayments 





Ee ep EERE ee enn —|—_—_-—_—____- |——- women 2 


ees SP lscnes 

a... eta ; 2.73 0. 78 
1960... 3.12 | 1.02 
1961... , , a 3. 22 1.18 
1962___ Ss Pa cwalbeanamed 3.18 1.36 


The United States Government will collect little, if any, of these sums in 
dollars, and will refrain from cashing in local currencies for dollars, since this 
would seriously hurt the gold and dollar reserves of the debtor countries. It 
seems inevitable that the United States will be in the banking business in at least 
23 countries, dealing in their currencies for a long time. This is a new responsi- 
bility for the United States or any other government. It requires that the 
United States exercise the greatest wisdom in deciding what to do with this very 
considerable leverage over the internal economies of 23 friendly nations. 

These moneys should not be confused with Marshall plan counterpart funds. 
Such funds were the property of the foreign governments arising from gifts made 
by the United States. Public Law 480 funds, however, are the property of the 
United States and belong to its citizens. 

Neither should these funds be confused with aid. To the extent that Public 
Law 480 provides for aid, the granting of it was taken care of in the other nine 
uses which the law allows. These funds represent a claim on the resources of 
these countries. The claim was deferred when the funds were lent, but they 
nevertheless represent claims. 

To continue to allow these funds to be used almost exclusively for foreign state 
projects would have the advantage of speeding needed public works. But it 
would also speed inflation. Most borrowing nations are suffering serious infla- 
tion. and to put hundreds of millions of dollars’ worth of their currencies into 
pay, envelopes, without taking steps to bring about a corresponding increase in 
the production of goods and services. is an excellent way to accelerate inflation. 

Local capital is very scarce in many of these countries. What is needed, there- 
fore, is a balanced use of these funds between public and private enterprise. 
This should be provided in the law itself. Foreign government officials read 
United States laws, and the failure of the law to provide for a balance between 
public works and United States and local private enterprise puts foreign gov- 
ernment officials on a difficult spot. All of them are under great pressures to 
spend for public works, and none would enjoy having to explain to other poli- 
ticians why they elected of their own volition to lend some of this precious 
money to private enterprise—especially to United States branches or subsidiaries. 
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Loans for multilateral trade and economic development planned under Publie 
Law 480 up to Feb. 28, 1957 


[Dollar million equivalent] 


PRPONATNR 2 Lee a ae Ol tee ee ee 82. 4 
BAER aie nnrnne eee WO; Sages ssi... oi tio 108. 9 
hae ne cn eo bina pc | |). eS) a ee 23. 6 
MOINES ok igs ae shtick he Shee PROPOR | pe 2.2 
tale oe epee n eere tes Shi Th Ora a ee 9.7 
pepe ee Fd 30.0. Pabeugea ull et 3.4 
MUMNOE ect poet GS Brin eee 107. 7 
PI sce Nites he ein sv cairn nak aie ao. Gt Tre MnOOEE 5 eles 1.0 
OD fa hahah teddies a bins ee each Nichia wiediab tens akg 54. 9 
BNE d55 cect one Tee DIED ao ciceteccenincerammae 82. 7 
SUGGneOUMN iLL 77.4 ma 
ROE ic eb babi dabed 2. 5 Total agreements:____-_ 1,114.9 
BOD te eee ale 36. 8 


The first change in the law, therefore, should provide that the loan funds be 
separated into 3 categories—loans to the foreign government, loans to indigenous 
industry, and loans to enterprises owned 51 percent or more by United States 
firms or their subsidiaries. The proportion to be set aside for public works 
probably should be negotiated, for the needs will vary from country to country. 
But surely, the amounts offered as loans to United States branches and sub- 
sidiaries should be no less than the amounts offered to local industries. 


AMENDMENTS NEEDED NOW 


The second change in the law should provide that private industry be allowed 
to borrow without a maintenance-of-value clause. With the maintenance of value, 
the United States has been charging 4 percent interest if the principal is repaid 
in local currency, 3 percent if in dollars. But prevailing interest rates are 
much higher and tend to reflect the rate of depreciation of the currency itself. 
Therefore, by charging private borrowers prevailing interest rates, the United 
States Government could be adequately protected from loss owing to depreciating 
values of foreign currencies. Moreover, a lesser interest rate would constitute a 
subsidy, and the United States should not subsidize private industry. 

These changes in the law could apply to repayments of loans. But the smaller 
table above shows that repayments will be in small amounts for several years. 
Meanwhile, hundreds of millions of dollars of new loans will be made in cur- 
rencies arising from new sales. To achieve a balanced program, therefore, the 
amendments should be made at once and should apply to all Public Law 480 loans. 

Mr. Haynes. Where we had negotiated an agreement, 25 percent of 
the loan fund, not all of the money, paragraph D mainly, would be 
re-lent to private industry. We went into the countries to see what 
happened. As you will recall, these agreements did not provide that 
the United States firms were to get any particular portion. It said 
“without discrimination.” The report which came back was a sad 
story. 

The Honorable Theodore Francis Green, chairman of the Senate 
Foreign Relations Committee, sent this document to ICA asking them 
to look into it. And the response that ICA sent Senator Green, con- 
firmed the study that we had published, and for which we had tried 
very hard to find examples showing where some of this money had 
actually gotten into the hands of private enterprise, whether indige- 
nous or American. 

Aside from the one case we cited, the American & Foreign Power 
Co. in Brazil, they could not find anything. Senator Green was kind 
enough to give me a reply to his letter from ICA. You may have 
that; I have a copy here for your files, if you would like to have it. 

Senator Humpnurey. We will see that we get a copy; what is the 
date of that letter; do you recall? 
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Mr. Haynes. Yes; I have it. In March—March 9. 

Senator Humpnrey. Of this year? 

Mr. Haynes. 1957. It was from ICA to Senator Green. I men- 
tion that only to indicate that the careful check that has been made 
has been confirmed. They found no inaccuracies, 

Now as to what actually has gotten into the hands of private en- 
terprise, I went into that. One of the reasons that it has not been 
brought out this morning at least, I think, is we ought to better under- 
stand the internal politic val problems that the finance minister of a for- 
eign government is faced with, particularly in underdeveloped 
countri 1es. 

Take Brazil, or Argentina or Chile or Peru or any of the South 
American eountries, or Ceylon or Indonesia or India or Pakistan— 
they have tremendous need for public works. And the political pres- 
sure from the governors of the various states for central government 
money for these public works is very great indeed. 

At the moment we are imploring the finance ministers to agree, but 
we are not making it as a condition of the loan, that he will lend 
money to private enterprise. We are trying to persuade him. If 
we have persuaded them it makes it difficult for them, incidentally, 
because they have to confess to their political colleagues that they 
elected to do this since it was not mandatory. It was not in the law. 
And that, in effect, has put finance ministers on the spot all over the 
world. 

And I am completely convinced, Mr. Chairman, that if the mini- 
mum figure, a minimum figure as proposed by Mr. Shelby, were in- 
corporated in this amendment—if instead of “up to 25 percent” we 
said, “Not less than 10 nor more than 25 percent,” the effect of that 
language in the law would be to take finance ministers off the hook. 

Then the finance minister of Brazil could say to the governor of 
Sao Paulo, for example, “Governor, you know that I would like to 
build that bridge for you, but there is just nothing I can do about it. 
It is in the law. I could not argue with the American negotiators, it 
was there and we could take it or leave it.” 

Believe me, the finance ministers will appreciate it. As long as we 
do not have a minimum in the law we leave them on the spot. And 
they have to turn around and explain to their political friends why 
they choose not to build such and such a road, but instead to lend 
some money to an American concern. That is putting the finance 
minister in a pretty rough spot, forcing him to make that explanation. 

We could explain it, of course, and he can explain it. He really 
wants American plants. He would like to have the size of their 
plants doubled, but to explain that to all of the political bosses of 
Brazil is asking a great deal of him. 

Senator Humpnurey. What if you did not rely upon the foreign 
government that borrows back the money that it paid for the surplus 
commodities—what if you did not rely upon them to make the loan 
but rather made the loan ourselves? 

Mr. Haynes. That of course is the great step forward. What is 
weak about the amendment, though, is that we still have to get the 
finance ministers to agree to a percentage because the amendment 
reads “not more than 25 percent.” 

We still have to sit down with him and bargain out with him that 
some percentage will be set aside. 
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If there were a minimum in the law, then he would be relieved of 
the embarrassment and political embarrassment—— 

Senator Humpnrey. I can see that. 

Mr. Haynes. Of explaining to his political friends. Then he could 
blame it all on us. That is all right. Most of these fellows are real 
free enterprisers. Most of them understand what we are talking 
about. Most of them are sympathetic, but they have terrible pressures 
inside their own countries, among the governors and other political 
people that control a lot of votes and who have insatiable appetites. 
Here along comes manna from Heaven, a great big chunk of cruzeiros, 
and they ‘do not have to increase taxes to get it—why this is the 
answer to everyone’s dream. 

Senator Humpurey. I can understand some of the problems of 
finance ministers when people want certain things done and not have 
taxes raised. 

This is not exactly indigenous to Brazil. [ Laughter. | 

Mr. Harper. There is one other point, in the amendment as passed 
by the House that I would like to call to your attention. They used 
the language, “mutually agreeable to said bank and the foreign gov- 
ernment.” There once again you put the finance minister on the spot. 

Suppose for example that an American automobile company wants 
to borrow some of this money, and it is known that it must be mutually 
agreeable—that the finance minister must agree—it puts the minister 
in an awkward position. 

Senator Jounsron. You do not think it ought to be left up to the 
country ¢ 

Mr. Haynes. I do not think that in the lending of our Money to 
our citizens that the veto should necessarily be given to a foreign 
government over our power to make decisions about the lending of our 
own money to our own citizens. 

Senator Humpnrey. That is what I was trying to get at a few 
minutes ago. 

Mr. Haynes. It has to be agreeable to the Export-Import Bank; 
it says “mutually agreeable.” 

Senator Munpr. Isn’t there something of that nature to prevent 
situations developing whereby American firms might go into a for- 
eign country and go into competition with some little struggling 
business? Believe me, if I were a foreign minister I would look at 
the other horn of that dilemma pretty carefully, too. 

It might be that a bicycle industry might decide to go into Europe. 
We come in with American capital and know-how and } put in a bicycle 
business financed by us—they might as well fold up and quit, unless 
there is some kind of screening process and veto system. 

Mr. Haynes. The foreign government already has all of the mech- 
anisms and permits it needs. “Nobody can go into Brazil, for example, 
with or without a foreign-currency loan, without Government per- 
mission. 

Senator JoHnson. You could not get in there in the first place, 
but this is just as to the lending of the money. 

Mr. Haynes. This is lending some additional money. You cannot 
get a permit to build a plant in Brazil, whether the United States 
Government is willing or not to lend the money, without approval. 

Mr. Rupts. _ _ words, “mutually agreeable,” I and Mr. Whipple, 
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who is now in Mexico, were canvassing Washington people—we at- 
tempted to find the temperature and temperament of people that 
might be involved in this measure as a whole in the amendment. 

We talked with the Agriculture Department, and they were nears 
hensive about agreements, and they threw up their hands a little bit 
in horror, and said, “Wait a minute, you cannot get too restrictive 
and too rough because we might have a hard time entering into an 
agreement—the foreign country might say, ‘We don’t want any part 
of your wheat or oats unless we have something to say about whether 
we take it or not.’ 

It was at their suggestion that we must leave something in there 
to make it more palatable to take, and it was mutually agreed. Other- 
wise, you would have it one- -sided. The foreign country would say, 
“Keep your surplus commodities. We want no part of it because it 
is too restrictive.’ 

That was the reason that we included that in it. 

Senator Humpurey. I am interested in that observation. I have 
not noticed that anybody is screaming and hollering and stomping, 
gnashing their teeth over the unwillingness to take our commodities. 
As a matter of fact, the Department of Agriculture has more orders, 
requests from foreign governments for American surplus commodi- 
ties than it even asked for in new authorization before we even au- 
thorize it. In other words, the orders already are in to empty the 
shelves before the goods are on the shelves. 

This is the truth. am not supposed to de- 

velop it publicly—app: rents it is fisted « “administratively classified” 
I do not know why it should be, but it is, and I have got to respect 
it—but I have a statement from the Department of Agriculture 
showing the requests of the several nations for surplus commodities, 
and the requests are equal to the entire amount of new authorization 
that the Department of Agriculture asked for. And these requests 
are last year’s requests and have nothing to do with this year’s au- 
thorization. 

In other words, we are out of business before we start if we were to 
meet all of the requests. 

I think it is the feeling somewhere that the people do not want 
these products. The word “disposal” indicates this. The word “dis- 
posal” means getting rid of. 

Mr. Haynes. Yes. 

Senator Humpnrey. We are not disposing of anything. What we 
ought to have are people who are thinking about how you merchandise 
this product. If you have to merchandise it for foreign currencies 
instead of dollars, that won’t injure « anyone. 

Those of us that have lived out in the Dakotas in the depression 
days learned how to merchandise when we didn’t have gold and 
silver. You just merchandised. I think this word “disposal” 
anathema here. It indicates that something is wrong with the whole 
business. 

I think if we talk in terms of what the law says, “Agricultural 
Trade and Development Act”—that is what it is—Agricultural Trade 
and Development Act—instead of talking about this food and fiber 
being surplus, instead of talking about it being disposal why don’t 
we talk about it being production for sale ? 
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Mr. Rupis. Correct. 

Senator Humpuery. As I said to someone in the State Department, 
those lira will work if you are in the right country. They work all 
right. 

Senator Munor. I think we ought to be sure that is in this very 
desirable amendment that we do nothing which circumscribes the 
flow of farm surpluses abroad. 

Senator Humenurey. Right. 

Senator Munpr. If we have the tendency to look at this with Amer- 
ican eyes, and to discount altogether the counsel of people, the 
agricultural attachés; it will be unilateral American economics. 

If it looks as though the foreign minister and the foreign country 
may not have any way of stopping something that he does not de- 
sire—then you stop the business of merchandising agricultural sur- 
pluses. I do not want to see this thing which is beginning to make 
some progress now, substantial progress, in cutting down our sur- 
pluses, to slow down your progress because if you put something in 
that which will be anathema to the foreign country. it will do that. 

Senator Humpnurey. I agree with you. 

Mr. Haynes. I do agree with you that we must not slow down sales. 
I am convinced that this would not slow down such sales. The finance 
ministers have, among other facts before them, the attraction of 
foreign capital. This amendment is a great step forward in attract- 
ing foreign capital. 

There is no country in the world that won’t benefit enormously if 
well understood and definite legislation assures that industry will 
be able to borrow this money. It will be enormously beneficial to 
every foreign country and every finance minister. 

Senator Humpnrey. Dollars have to go with foreign currency. 

Mr. Haynes. Yes. 

Senator Humpurey. These are tie-in operations? 

Mr. Haynes. Certainly. If the language were, “not less than 10 
percent nor more than 25 percent,” the finance minister is assured. 

Senator Munpr. I agree with you thoroughly. 

Mr. Haynes. Between 90 and 75 percent of the money is still going 
to be in areas that he is interested in, and I do not think there is much 
risk that this would actually stop sales. 

Sometimes I wonder whether we have as much sales ability in our 
American negotiators with these foreign countries as we need. 

Senator Munpr. I think we are entirely agreed on one thing, that 
is, on point 1. Point 2 gives me some pause, whether we may not be 
working an injustice to agricultural interests in this country, and in 
the program of getting these goods overseas. Point 1 is just 100 
percent for doing that. The second one, it gives the implication of 
getting into matters of the unilateral business. 

And some place somewhere I think every foreign government is go- 
ing to want to say, “O. K., omit that when it comes to that.” Ameri- 
cans would do if it were in reverse English. We do it regarding the 
importation of Japanese cloth, when they start shipping it in we yell. 
Some place along the line we have to hang up the red light and say, 
“No, not on this.” 


I cannot see how in the world, if we insist upon it, how or why 
they will not. 
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Mr. Suetpy. At the time we were considering this amendment 
introduced by the House, there was some feeling that we should 
exercise considerable say-so as not to be accused of invading the sov- 
ereign rights of the foreign countries to exclude investment which 
the country itself did not feel to be desirable. 

I think I agree with Senator Mundt on that point. 

Senator Humrnrey. How could you build if the country did not 
want youto? That is the point. 

In other words, if you want to put up a shoe factory, say in Austria, 
you have to get approval of the Austrian Government—not only them 
but also that of the employers and the unions. 

Mr. Suevsy. You are right in that. 

Senator Munpr. That probably would be true in Austria, but not 
in New Zealand. 

Senator Humpnrey. Don’t they have a licensing system? I get 
your point. I think it is very valid. You have to be careful if you 
are going to advance a policy here that takes no consideration at all 
of the very practical needs and problems of the people in the recipient 
countries. 

Mr. Haynes. What I am afraid of is that requiring the approval 
of the foreign government in every single transaction will not only 
delay matters for American business but the foreign governments 
move far more slowly than our own Government, and our own Gov- 
ernment is no speed king in dealing with applications from business. 
They move slowly. It 1s not uncommon in many countries for brib- 
ery to exist. 

I think we are running the risk of inviting a lot of headaches and 
a lot of problems if we ask for this foreign veto. They already have 
many vetoes that have created themselves. Now if we choose to add 
another veto I think it is going to be rough going. 

Mr. Suetey. We won’t quarrel with you on that if you take it out. 

Senator Humpurey. We will have to dicuss this with the State 
and Agriculture Departments. 

Mr. Haynes. Another basic principle seems to me to be at stake 
here, if our position is that these funds belong to us—that they are 
our money—but because they happen to be in foreign currencies we 
are going to treat them differently than we do normally. Then, 
it seems to me we are opening problems for ourselves in connection 
with the foreign-aid bill—the proposed economic development, 

It is now contemplated some of those funds will be used for part- 
nership arrangements with American business. That was in Mr. 
Hollister’s testimony. 

Senator Humpurey. If we are going to establish the precedent of 
allowing the foreign government to decide whether American tax- 
payers can march forth, it seems to me that we are giving up sov- 
ereignty more than is necessary. 

These are basic principles that the American Government should 
have unquestioned control over; the lending of its own taxpayers’ 
money to its own citizens is a likely one. A departure from that prin- 
ciple, seems to me, is a very dangerous one, and no one knows where 
the end will be. 

I am predicating that on the assumption that the granting of the 
permit to establish the business, including even the permit to build 
the buildings 
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Mr. Haynes. That is right. - 

Senator Humpurey. Would of course remain with the country. 

Mr. Haynes. Certainly. They retain all of the porerengnly they 
ever had. We are not taking any sovereignty from them. If they 
do not want a bicycle plant to go up they can stop it from going up. 
If they give a permit to a bicycle plant, I do not think we should 
have to get their permission to lend that plant some money. 

Senator Jounston. The only thing this deals with is the loan, 
not the building of the building, nor giving them the permission to 
build the building, or carry on the business or anything else. It is just 
a loan ¢ 

Mr. Haynes. That is right. 

Senator Munopr. I look at this through the eyes of the fellow over 
there because these funds are generated from supplies that we ship 
them which they need, but which usually are in competition with 
firms over there. I don’t want anything to happen in this bill that 
finds us pyramiding new farm surpluses because we have cut off a 
program that is working well in that direction by establishing new 
hurdles that will make it impossible for those agreements to be im- 
plemented. That is all I am interested in. 

Senator Jounston. The thing I am fearful of-—— 

Senator Munpr. I do not think it should become a bank arrange- 
ment when it started out with agriculture. 

Senator Humpurey. Then we ought to double immediately the 
authorization, because I have seen the orders and requests for much 
more than the Government is willing to export. We have a system 
now where somebody asks for $50 million worth, and states, “We are 
willing to pay for it,” and we say, “You can get $15 million. We 
will not sell you $50 million. We have it, we love to keep it. We 
are not going to sell it to you.” 

Senator Jounston. Look at this situation in this manner for a min- 
ute. The reason you are trying to get this money from the United 
States is because you can get it at a cheaper rate of interest; isn’t that 
one of the main reasons ? 

Mr. Haynes. No. In my paper I have recommended that we 
charge the prevailing rate of interest. 

Senator Jounston. In that country ? 

Mr. Haynes. In that country. It is not to be a subsidy to Ameri- 
can business. I do not think they have a right to ask for a subsidy. 

Senator Jounston. American, though, would be profiting there; is 
that right? 

Mr. Haynes. Both would be profiting. 

Senator Jounston. How would you profit any more than if you 
got the money there, if you paid the same rate of interest? 

Mr. Haynes. Well, because it does not exist in so many countries. 
You cannot get long-term money even at 12 percent. The only basis 
on which you can get long-term credit is to give up equity. 

Senator Munpr. In view of the convertibility of the dollar value? 

Mr. Haynes. The Administration has required in every loan agree- 
ment under Public Law 480, except one, a so-called maintenance-of- 
value clause, where the borrower agrees to repay not the number of 
cruzeiros that he borrows but whatever number might be required at 
the time of repayment to equal the dollar value of what he borrowed. 
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That is one of the roadblocks of getting this money into private enter- 
prise because it is a guaranty given by the borrower against deprecia- 
tion and devaluation of foreign currencies. 

There are very, very few businesses that are willing to borrow 
money and give a guaranty that the currency is not going to be de- 
valued during the period of the loan, or depreciated in value. 

In a few instances where loans have actually been consummated on 
that basis, where the foreign government has passed the maintenance- 
of-value guaranty along to private businesses—American and For- 
eign Power is one, although they do not have the money yet—it is 
still tied up in Brazilian redtape. Here the Brazilian Government 
agreed that if, in order to repay the loan, they would have to increase 
the rate for electricity they could do so and pass it on to the consumer. 
So they have a guaranty that they can get the cruzeiros to repay. 

In Chile, a number of local coal-mining companies wanted to bor- 
row some of this money, and because the United States insisted on the 
maintenance-of-value clause that was passed on to the coal companies. 

Chile has been fighting inflation; they have terrible inflation. 
They put a price ceiling on coal among other things. In order to 
make it possible for the coal company to borrow this money, they took 
the ceiling off and let the prices soar. 

The brakes against inflation are being taken off or are breaking 
down because of our maintenance-of-value requirements. 

Senator Munpr. You are not advocating, or are you—I take it you 
are not advocating that we eliminate the maintenance-of-value clause 
when we loan this money to foreign countries ? 

Mr. Haynes. No. 

Senator Munpr. It is a different thing when you loan it to govern- 
ments ? 

Mr. Haynes. Absolutely, sure. 

Senator Munpr. That is the difference ? 

Mr. Haynes. That right. That is the reason I am proposing the 
prevailing interest rates because our own Government could set up 
a reserve to protect the American taxpayers from loss due to depreci- 
ation. And if the American firm has to pay 10 or 12 percent, the dif- 
ference between the 4 percent we are now receiving and the 10 percent 
that is the prevailing rate can be set aside as a reserve against the 
possibility of depreciation of currency. 

Senator Munpr. Otherwise we inject an element of unfairness of 
competition ? 

Mr. Haynes. Certainly; there would be discrimination in favor of 
the American firms. It would be really a form of subsidy, and 
American industry is not asking for subsidy. It is the farthest thing 
from their mind. 

Mr. Ropts. I just want to state the reason the Export-Import Bank 
was mentioned there, too, was to carry on exactly what he is bringing 
out. In place of ICA or some other agency or commercial attaché 
who are not familiar with banking and percentages and dollars and 
cruzeiros and pesos. 

Mr. Haynes. Right. 

Senator Jounson. When you borrow from the foreign country 
and the inflation is rapidly increasing, when you pay it back to the 
foreign government you can make some money ¢ 
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Mr. Haynes. The American & Foreign “Power Co. made 2 loans 
of 250 million cruzeiros each from the Development Bank of Brazil, 
without the maintenance-of-value clause, at 9 percent. Now with 
the new wheat deal in Brazil, the Development Bank is insisting 
that they agree to the maintenance-of-value clause, but they will 
bring the interest rate down. That is being argued. That case has 
been on file for months. ‘That illustrates the endaniine and the prob- 
lems that you get into if the foreign government has a veto. 

Senator’ Munpr. I think you have a very convincing and per- 
suasive and highly inforn native statement. I agree throughly with 
3 of your 4 points. I cannot see how I can follow you on three of 
them and agree so little on one of them; I wish you would eliminate 
voint 2. 

; Mr. Haynes. That is a real compliment, Senator Mundt. 

Senator Munpr. On the one hana that every foreign govern- 
ment now has all of the veto and all of the controls and all of the 
capacity to stop American firms from coming in that it can possibly 
ask for, I don’t see how another one will do any more than help 
psyc hologically. If it does not help them, then I think you will 
break down the business of agricultural disposal, and that I do not 
want to do. 

Mr. Haynes. If we give the veto this is the kind of situation that is 
going to arise: Assume that a United States food processor is build- 
ing a new plant in Brazil. Let us take another American firm—a 
motor company that is building a plant to manufacture trucks. The 
Brazilian Gaveriindi is not very enthusiastic about American firms 
borrowing money. It does not encourage them, has not so far, and 
it can sit and sit and sit on these applications for a long, long time. 

Senator Jounston. Have you heard anybody talk that ‘they might 
confiscate the property in the future like we have confiscated the prop- 
erty of Germany and Japan? 

Mr. Haynes. They are in the manufacturing field. 

Senator Jounston. It is private investment. 

Mr. Haynes. In the manufacturing field. I am not speaking of 
utilities or oil or transportation. In the manufacturing and indus- 
trial field, Senator Johnston, we do not know of a single case where 
a foreign-owned manufacturing plant has been expropriated, except 
in the name of the Alien Property Custodian during the war, which 
we did. 

Senator Jounsron. We have always given them back, until this 

war, though. 

Mr. Haynes. Yes. Moreover, the ICA has guaranties for, I think, 
some 50 countries now, under which you can “buy insurance policies 
for a small percentage, and protect your investments. 

Senator Jounston. Mexico did something like that. 

Mr. Haynes. Only in oil. 

Senator Jounsron. That is what I am talking about; that is prop- 
erty, just the same. 

Mr. Haynes. That is right. Among manufacturers, that has not 
been a problem. 

Senator Jounston. We have invested somewhere around $54 billion 
or $55 billion in other countries at the present time. That is a big 
undertaking. We really ought to do something to set up protection 
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between the nations, I think. Business carried on in that field is on 
a very loose scale, to say the least. 

Mr. Haynes. I would like to say just one more thing, if Imight. It 

is to the point you raised. Next year you will be confronted w vith the 

roblem of what to do with funds from the repayment of loans that 
faire already been made, and the repayments are starting. After 3 or 
4 years they will mount very rapidly, and I am told there is no legis- 
lative provision dealing with money which is repaid. 

One thing that I am certain that we will not do is cash in the foreign 
exchange for dollars. If we were to do that we would do serious 
damage to the dollar reserves in those countries. It is inconceivable 
to me that we would do that. So, what we are really talking about is 
a very long-term thing. It isa revolving fund, growing larger and 
revolving and revolving, maybe for generations. ~ And that is a new 
responsibility imposed upon us. 

I do not believe in all of history has a government owned so many 
millions of dollars of the currencies of other countries, and we are 
now thinking seriously of adding to that with this development fund. 
Some will be repaid in local currency; whether we like it or not, we 
are becoming—we already are—one vot the world’s largest interna- 
tional bankers. And the question of the degree of control that we 
exercise over these funds is a crucial test; w hat steps are taken now, 
whether we maintain control or give veto, can have ramifications for 
years to come on an amount that might be much less. 

Senator Munpr. What you say emphasizes the point that I wanted 
to ask you about. I have given a lot of study to this. Do you think 
we have adequate administrative setup to handle, from the stand- 
point of our Government, this kind of loaning oper ation, and the kind 
that you are describing, which is certain to come? Or do we need 
some kind of American agency, say, like the RFC or something simi- 
lar, to handle the international thing, so it is channeled by some 
agency in our Government which is competent and able, and prepared 
to evaluate all of these factors and handle it intelligently ? 

Mr. Haynes. That is a tough question; I am not sure that I under- 
stand it. The Export-Import Bank has the virtue of experience in 
lending abroad, and having one central agency to administer for- 
eign lending has many virtues. You do not duplicate bureaucracy. 
But, more than that, these loans are interrelated. The credit position 
of any borrower is affected when he bor rows dollars from the Export- 
Import Bank or when he borrows cruzeiros from some other agency. 
And having it centralized affords a measure of protection in the use 
of the taxpay ers’ funds, in principle. 

Senator Munpr. Otherwise, their shopping around; it stops that. 

Mr. Haynes. You have one shopping place, so far as Government 
funds are concerned. That has its virtue. There is not universal 
happiness with the way the Export-Import Bank is running its op- 
erations. That is another subject. But the principle of consolidating 
the responsibility in one agency seems to me to make a lot of sense. 

Senator Humpurey. You discussed this with relation to the loan 
development fund, since the loan development fund under ICA may 
be a little less than what you would call an orthodox business practice. 
It has foreign-policy ramifications and decisions built into it all the 
way through. There was discussion as to the desirability of pooling 
these other foreign currencies, funds that are generated under Public 
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Law 480, back under the directorship of the loan development fund, 
so that we get these funds altogether. 

In fact, in the Foreign Relations Committee I said I would refuse 
to vote on any foreign-aid bill until we got an ae of where 
all of these funds were. We got an accounting; we got a breakdown 
of where they were and how they were used when they were coming 
in, and how and what would be the ultimate conclusion. 

I came to the conclusion there was a lot of money lying around, 
and nobody knew where it was. I was amazed to find so little infor- 
mation about either the amounts of money—in foreign currencies I 
am speaking of now—where it was or how it could be used, or was 
being used. 

So, I think your point is well taken. I think, Senator, perhaps we 
have arrived at a point where this whole business of the utilization, 
particularly of foreign currencies, needs some review from a mana- 
gerial point of view. 

Senator Munpr. For a long time, Great Britain was the world’s 
banker. Do we have the mechanism in our Government to do the job? 
I do not know whether we have. I am a little bit skeptical, kind of 
doubtful. I think this has terriffie potentiality. We have got to have 
the administrative setup in this country to do the thing that ought to 
be done. I would like to have you write a brief on that subject. 

Senator Humpnrey. Mr. Haynes, we want to thank you for your 
testimony. Iam going to have your entire prepared statement printed 
at this point in the record, so that we get every paragraph of your 
presentation, and any other information that you can give to us, on 
points raised here today, will be very much appreciated. Supple- 
mental material will be appreciated. 1 can see that we will be calling 
on you from time to time. 

Senator Munpr. I wish you would give some thought to modifying 
your point 2. I think it is a point to be made, but I do not think we 
can go quite so far as you suggest. 

Mr. Haynes. After consultation 

Senator Munpr. I don’t want to settle for anything yet that is 
required from the standpoint of the foreign country, so that we will 
shut them off as a market for our products. We must continue to 
provide these foreign markets with American farm products. 

Mr. Haynes. The kind of influence that the foreign government 
would like to bring on our lending of the money is this kind: In 
Brazil we have United States soft drinks and we have two American 
firms making trucks. The officials of the Brazilian Government 
regard the trucks as much more important to their economy than soft 
drinks, and that is the tough one. There will be many more appli- 
cations than there are funds available. 

The effort of the Brazilian Government will be to try to steer that 
money into projects that advance the economic aid of the country. 
And the question is, Do we want to yield to that or do we have the 
privilege of making those decisions ourselves? It is a hard question. 

Senator Humpnrey. You and Senator Mundt argue this out for 
a while. I want to warn you he is a very, very persistent man. You 
raised a very good point. I think you made a distinct contribution to 
a better understanding of this law. 

(The prepared statement of Eldridge Haynes is as follows:) 
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My name is Eldridge Haynes. I am editor and publisher of Business Interna- 
tional of New York, a weekly publication edited for executives in United States 
industry who are responsible for the international operations of their companies. 

We have studied the administration of Public Law 480 from week to week. 
We have been interested in the impact of this law on the foreign relations of the 
United States, on the economies of other countries, and on the commercial in- 
terests of our readers. We have been particularly interested in the uses that 
have been made of the foreign currencies received by our Government in pay- 
ment for our agricultural surpluses. 

Our studies have been made by our correspondents abroad (we have more 
than 50 researchers and correspondents located in the principal commercial cen- 
ters of the free world) ; by our New York editors on their trips abroad; by our 
Washington correspondent who keeps in close contact with the several Govern- 
ment agencies involved in the administration of this act. I myself have had the 
privilege of looking into the administration of this law in several South Ameri- 
ean countries in the autumn of last year. These studies have been published in 
Business International as they were made. Copies are submitted herewith as an 
exhibit. 

Everything that I have to say is predicated upon a deep conviction which I 
should give you at the outset. 

The conviction is this: In the economic struggle between the free and Com- 
munist worlds we have one—and I believe just one—instrument for economic 
development which the Communists do not have and can never duplicate. We 
ean enter a friendly foreign country and build a plant, stay there, own it, and 
operate it. The Communists cannot do this. They are permitted in a few rare 
eases (notably India) to enter a foreign country in the capacity of a contractor 
and to build a plant—and then turn it over to the host government. But they 
are not permitted to remain in any foreign country as the owners and operators 
ofaplant. This wedo. This is the unique role of private enterprise in economic 
development. Hundreds of United States firms have built and now own and op- 
erate several thousand manufacturing and assembly plants in scores of foreign 
countries. 

Now when a manufacturing plant is erected any place, but particularly in an 
underdeveloped nation, that plant contributes measurably to the economic prog- 
ress and development of the host country. Jobs are created—permanent jobs: 
technical and managerial skills are developed; more goods are made available 
to more people; the local government has a new source of revenue from the taxes 
paid by that plant; other industries are stimulated by purchases of raw materials, 
components, fuels, and services from other industries ; foreign exchange formerly 
spent to import the product is saved—sometimes foreign exchange is earned by 
exports of the product made in the plant. And this economic development is 
constant. It goes on day after day—indefinitely or permanently. This form of 
economic development does not require the appropriation of one cent of United 
States taxpayers’ money. 

Many of the underdeveloped nations are aware of their need for foreign pri- 
vate investment. Economic development plans of underdeveloped nations in the 
free world are predicated on a substantial inflow of foreign private capital. 
Many countries that were colonies of European states are beginning to recognize 
the enormous difference between colonialism and American concepts and prac- 
tice of free, competitive capitalism. 

It has been the policy of the United States Government to encourage foreign 
private investment. But one of the impediments to greater investment abroad by 
United States industry has been the lack of capital. United States industry needs 
eapital to make use of the manifold opportunities for expansion within this 
country. There are very few manufacturing companies in the United States 
that -have enough capital to meet all their opportunities in this country and 
abroad. 

Now, every company that thinks about investing in a new plant in a foreign 
country separates the investment that must be in dollars from the investment 
that could be in the currency of the host country. Dollars are required, for 
example, to purchase United States machine tools to be sent abroad for the new 
plant. Dollars are needed for at least part of the salaries of United States 
engineers and managers. Dollars are needed for furnishing United States raw 
materials and components that are not available locally. Foreign currencies 
can be used for the purchase of land, for erecting buildings, for wages of workers, 
and for other working capital needs. Thus almost every company explores the 
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possibilities of borrowing local currencies for thelocal currency content of the 
investment. By so doing, it is often possible to build 2 plants instead of 1. 

Another reason for borrowing foreign currencies is the grim fact that other 
eurrencies are depreciating in value more rapidly than the dollar owing to the 
more rapid rate of inflation abroad than at home. In Brazil, for example, infla- 
tion is proceeding at the rate of about 20 percent per year. This means that if 
a United States firm lends its Brazilian subsidiary dollars for 5 years to use to 
purchase cruzeiros, the subsidiary will need to earn twice as many cruzeiros 
as it borrowed just to pay off the loan. This prespect frightens the directors of 
many United States firms and further inhibits foreign investment. 

But most underdeveloped nations suffer a serious shortage of capital in their 
own currencies. This is reflected in their interest rates which are often very 
high. Ten to twelve percent interest in not uncommon. And it is not uncommon 
for United States manufacturers to feel compelled to use dollars for the purchase 
of local exchange needed for the foreign currency part of the investment. 

There is still another reason why it is in our national interest to see to it that 
some of the foreign currency proceeds be lent to private industry. One of the 
basic objectives of Public Law 480 is to increase consumption of agricultural 
products. We are hoping that our exports, under this law, will not displace 
normal commercial exports of our agriculture products—or displace the normal 
exports of farm products from friendly nations that depend largely upon such 
exports for their livelihood—countries like Australia, Denmark, New Zealand, 
and Argentina. 

Now, if consumption is to be increased some factories must be built. Under 
Public Law 480 we are not exporting bread, but wheat; not textiles, but cotton; 
not cigarettes, but tobacco. Until this increased volume of raw materials is 
shown to result in increased manufacturing abroad, we cannot hope to see 
consumption increased. 

Moreover, consumers must have the wherewithal to purchase an increased 
volume of goods if the purposes of this act are to be served. A general increase 
in industrial activity—through the construction of more plants resulting in more 
jobs—through increased production of a wide range of manufactured goods— 
these are the prerequisites to greater purchasing power and greater consumption. 

Public Law 480 could provide for loans to private industry—but thus far little 
of the foreign currency proceeds have actually found their way to private 
industry. 

All of the loans that have been made by the United States Government under 
this law—now amounting to more than $1 billion in 23 foreign currencies—have 
been made exclusively to foreign governments. The United States Government 
has not yet lent a single peso, cruzeiro, or rupee to any private business—United 
States or indigenous. 

Until July of last year, no effort had been made by the United States Gov- 
ernment to see to it that the foreign governments involved would relend any of 
these funds to private industry. Then, on July 9, 1956, the National Advisory 
Council on International Monetary and Financial Problems (NAC) established 
the policy that the United States Government should endeavor to persuade for- 
eign governments to relend a share of the loan money to private business— 
United States and indigenous business firms. 

The new policy was moderately successful in the sense that most governments 
entered into that agreement, although Brazil steadfastly refused. In January 
1957, 6 months after the new policy had been in force, Business International 
correspondents made a careful check to see how much money had actually been 
lent to private business establishments. The results were reported in the issue 
of January 11, 1957. The facts were not encouraging. The only United States 
firm that had been able to borrow any of these funds was the American & For- 
eign Power Co., in Brazil. The International Cooperation Administration made 
a study of the Business International report in response to a request from the 
chairman of the Senate Foreign Relations Committee, the Honorable Theodore 
Francis Green. The ICA did not report any errors in the Business International 
report. 

The fact is that delegating to a foreign government the function of lending 
United States taxpayers’ money to United States citizens is something new in 
United States foreign financial policy. And the fact is that it is not working. 
Here are some of the reasons why : 

The finance minister of a foreign government is under great pressures to 
spend money for public works. This is particularly true in underdeveloped 
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countries which badly need roads, bridges, water systems, and the like. It is 
extremely difficult for him to explain why he elected to deny money to some 
public work projects in order to lend the money to a United States corporation. 

The United States Government has required, in all but one case, that the 
borrower promise to repay not the number of rupees or pesos that he borrowed— 
but whatever number may be required to equal the dollar value of what he 
borrowed. This is called the maintenance of value clause. This is a pro- 
vision which a foreign government can guarantee, because governments can 
manufacture currency. There are very few private firms that can afford to 
guarantee repayment against the threat of depreciation or devaluation of a for- 
eign currency. Yet, we are currently expecting the foreign government to give 
the United States this guaranty, while not passing it along to private business. 
If the foreign governments, in relending our money to private business, were to 
insist upon the “maintenance of value” clause, they would find few takers. 

Many foreign governments have invented more redtape, and are capable of 
sitting on applications from private citizens weeks and months longer than 
our own Government. For example, more than a year has elapsed since the 
Argentine Government undertook to start working on a loan agreement which 
is to be supplmental tu its sales agreement with the United States Government. 

Now there is hope. The ideas proclaimed by your distinguished chairman, 
Senator Humphrey, and the amendment made by the House of Representatives 
last week will go far to make certain that we shall not continue to use such a 
high proportion of the foreign currency proceeds for foreign state projects and 
so little for private industry. 

I am told that the conference committee has it in its power to alter the 
House amendment In the belief that four alterations are needed, I offer these 
observations : 

1. The amendment stipulates that “not more than 25 percent” of all foreign 
currency proceeds shall be available for loans to United States industry abroad. 

This ceiling is meant to assure the importing nation that only a modest share 
of the proceeds are to be used by United States industry. But the absence of a 
floor tempts the finance minister of the foreign country to resist United States 
negotiators; if he agrees with them, he is put in an awkward position with his 
own politicians, who need all the money they can get for public works. It 
would be far better if the law read “not less than 10 percent and not more than 
25 percent.” Provision could be made that if United States industry failed to 
borrow the funds set aside, they would flow into other uses. 

2. The amendment gives the foreign government the power to veto individual 
loan proposals. But must foreign governments already require approval of 
foreign investments. To add a new veto would delay transactions and invite 
discrimination. 

3. The amendment provides for the making of loans to United States “business 
firms and branches, subsidiaries or affiliates.” This phrase needs definition. 
Is a licensee an affiliate? Presumably one of the purposes of the amendment is 
to stimulate foreign, private investment. Perhaps loans should be offered, 
under this law, to firms in which United States interests hold at least 10 per- 
cent of the voting stock. 

4. The amendment stipulates that loans shall be made under procedures 
established by the Export-Import Bank. Export-Import Bank policies have tended 
to be those of the Secretary of the Treasury, who in the past has insisted that 
all Public Law 480 loans be made with the maintenance-of-value guaranty. 
This rule is not inappropriate in the case of loans to foreign governments; they 
have the printing presses. But no business firm can give a guaranty against 
depreciation or devaluation of a foreign currency. So the problem is: how 
ean foreign currencies be lent to private industry without a maintenance-of- 
value clause and still protect United States taxpayers from loss owing to the 
depreciation of foreign curriencies vis-a-vis the dollar? In the absence of a 
guaranty, there can be no certainty; but the risk can be minimized by requiring 
that the money be lent at interest rates prevailing in the foreign country, which 
tend to reflect the rate of depreciation of the currency. The difference between 
the foreign rate and the 4 percent rate the United States Government has been 
charging with the guaranty clause can be set up as a reserve against deprecia- 
tion. 

It is desirable, in my view, for the amendment to be changed in these four 
ways. I call your attention to the fact that foreign government officials read 
Public Law 480 very carefully. Some of the closest students of this act are 
foreign finance ministers and their staffs. The absence of clear-cut definitions 
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is an open invitation for argument; and sometimes, the finance minister has 
no practical alternative but to argue. For example, the absence of a minimum 
to be lent to United States private industry is certain to give rise to argument. On 
the other hand, if the law read that “not less than 10 percent and not more than 
25 percent” of the proceeds were to be so handled, we should be taking every 
finance minister off the hook, so to speak. Then he could say to his political 
friends who have their hands out for this money that he had absolutely no 
alternative—because that is United States law. 

Based upon my own visits with government officials in South America, I 
am convinced that the House amendment would not slow the sale of our sur- 
pluses under this law. Actually, there is considerable, sincere dedication to 
free enterprise abroad, and a genuine desire for United States private invest- 
ment. In essence, the amendment would ease the internal political tensions to 
which finance ministers are subjected by enabling them to attract United States 
private investment more effectively, but in ways which would relieve them of 
criticism from local politicians with insatiable appetites for central government 
funds 

Next year, you will be addressing yourselves to the problem of what to do 
with these funds when they are repaid. Repayments will be starting soon 
but no provisions have been made for their use. One thing is certain: we shall 
not be cashing in the foreign currencies for dollars. To do so would weaken if 
not seriously damage the gold and dollar reserves of many friendly governments. 

The United States Government seems destined to remain in the international 
banking business for a long time. To own so many hundreds of millions of 
dollars in the currencies of more than 20 foreign countries is a new power—and 
a new responsibility in world history. And this is the role we are casting for 
ourselves not only through our agricultural disposal program, but also through 
some of the funds we have lent and will doubtless continue to lend under the 
foreign-aid bill. 

Finally, may I remind you that the initiative and resourcefulness of United 
States industry—and its ability to go abroad and to build and own and run 
productive enterprises is the instrument for economic development which we 
possess and which the Communists do not possess and can never duplicate. I 
am not suggesting subsidy to encourage United States industry to venture 
abroad—or that United States industry be given any privilege not also avail- 
able to private industries of other countries. The 75 percent of the foreign 
currency proceeds otherwise made available under Public Law 480 is more than 
adequate to allow foreign governments to make similar loans to their own cor- 
porations from the same source of capital. All that the House amendment 
proposes is—in effect—a balanced program of economic development in which 
United States managerial and technical skills may be more fully utilized along 
with needed public works. By utilizing the energies of United States industry 
on a wider scale, the free world can be made stronger, healthier, and more 


prosperous. 

Senator Humpnrey. Mr. Paul Sayres who is an independent food 
broker from New York is the next witness, and he is spokesman for 
the food distributing industry. 

We are very happy to have you here. I know of your food work 
and your interest, and I am just going to turn this over to you and 
let you go right ahead and tell us what you have in mind. 


STATEMENT OF PAUL SAYRES, PRESIDENT, PAUL SAYRES C0., 
MOUNT VERNON, N. Y. 


Mr. Sayres. Mr. Chairman, in listening to the discussion this morn- 
ing, I think you covered quite a few of the points yourself that I was 
going to bring up, but so long as I came down here—— 

Senator Humpurey. Please go right ahead. 

. Mr. Sayres. Senator Humphrey, Senator Mundt, and members of 
the committee, my name is Paul Sayres of Paul Sayres Co., presently 
engaged for the last 28 years in food distribution in New York City. 
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It is with deep feeling and a sense of urgency that I am here today 
to discuss with you the workings of Public Law 480 and to explore 
the various avenues by which disposal abroad of our surplus agrti- 
cultural commodities in food, under this law, can be most effectively 
accomplished and best utilized to advance the interests of the United 
States in world stability and harmony. 

I should first like to commend you purposeful gentlemen, and you 
Senator Humphrey, for conducting this hearing and bringing into 
proper perspective the great importance of this subject, and the inter- 
national implications involved to our Nation. 

There has been a great deal of debate here only recently on the 
subject of foreign aid, with the pros and cons of to what extent we 
should help friendly nations, capturing headlines throughout the 
country as well as the fervor of Congress. 

It is not my intention to get into this debate on foreign aid. Today, 
we are discussing surpluses. Honest surpluses of the most essential 
commodity relevant to man—food. Surpluses that do no one any 
good by being surplus. Surpluses that are an economic liability at 
home, but which put to the proper use in effectively organized dis- 
posal programs to needy friends abroad can be translated into not 
only an economic boon, but a social-ideological one as well. That 
the use of our surpluses in such a manner may also be classified as 
a form of foreign aid is incidental. 

My primary purpose today is to express my views and those of 
many others of this country’s food industry on what we feel has been 
largely overlooked by our Government in its pursuit of good will 
through foreign aid under Public Law 480. 

In the final analysis, the problem evolves into three separate seg- 
ments; how we can do a more effective job; how these irchens na- 
tions can best utilize their food supplies; and how we can dramatize 
our humanitarian efforts in keeping with our dignity as a great 
nation. 

In these endeavors our country is performing in a manner akin to 
any company with an item to sell, but we are selling ideas and good 
will in a market where the world’s future is at stake. Any good 
salesman sees to it that his client makes the most effective use of the 
pureahsed item. It is our obligation to ourselves as well as to these 
nations to help them achieve the maximum benefits from the food- 
stuffs we provide to them. This calls for much greater application 
of food distribution assistance. 

It is for these reasons that I feel most strongly that Public Law 
480 is in need of guidance from this country’s food industry ; guidance 
and cooperation completely disassociated from politics. I think that 
no one here will disagree that people working successfully in our 
food industry, day in and day out, are well qualified to help their 
Government. 

You might not be aware of this, but the food industry of the 
United States as such is by far the largest industry in dollar volume 
in the world. 

In food distribution, as in many other fields, the United States 
possesses the most advanced methods and techniques and it must be 
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a part of the machinery of Public Law 480 to help other countries 
ph ia for themselves more efficient food distribution. 

Senator Humpurey. Does the Government make funds available 
to the food industry for the advancement of food distribution? I ask 
that question because you know the Government does make available 
to some of the commodity groups funds for the development of 
markets. 

Mr. Sayres. But I do not believe as far as distribution of foods, 
which is the thing that I am covering here, that any funds have been 
available. If they have been, I do not know of them. 

Senator Humpnrey. Has there been any encouragement to you? 

Mr. Sayres. None that I know of. 

Senator Humpurey. We will talk about this as we go along. 

Mr. Sayres. India, with a population more than double that of the 
United States, is a country moving steadily to greater prominence 
on the international scene. Occupying a key geographic position in 
the Asias, India, as a country of great potential and important mean- 
ing to the free world, is one specific area where we can be of par- 
ticularly meritorious service. 

I propose that to upgrade the food distribution machinery of 
Public Law 480 we utilize the services of a food industry committee, 
composed of 4 or 5 leading representatives of our food industry— 
manufacturers, brokers, wholesalers, retailers. 

I have discussed this solution with a number of top level authorities 
in our food industry and find them not only receptive but enthusiastic. 
In fact, I have available right now the men to make up such a com- 
mittee, a Committee on Food Distribution Assistance for India. 
Others, naturally, can be set up for other countries. 

My colleagues and I feel so strongly about such a program that 
we want to do something on our own as a contribution of the food in- 
dustry to the people and the governments of our own country and 
those of friendly nations. I am now in the process of formalizing 
plans to go to India, with the encouragement of others of the food 
industry. 

Whether our committee is successful or not will depend on our 

tting the full cooperation of the pertinent governmental agencies. 

roblems cannot be solved properly unless they are fully understood, 
and the only way to understand them is to see them and evaluate them 
at first tetindt 

I am sure you understand that unless we get that cooperation it will 
make it very difficult to succeed. 

Such committees would function by studying the food distribution 
system of the country involved, speaking with representatives of 
government and industry of these countries and then attempting to 
draw up specific techniques for improving the flow of foodstuffs in 
these countries in a workable plan that will promote the maximum 
from our shipments under Public Law 480 and that takes into con- 
sideration the social, national, and religious makeup of that country. 

It may be advisable to establish small field offices in these countries 


to work with the food industry there. This would be another matter 
for study. 
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IT understand this is possible under Public Law 480. Such offices not 
only could provide a continuing flow of information and suggestions, 
but also would prove invaluable as a public information branch for 
this country, sat Aes these friendly peoples to efficiently utilize their 
food supplies, suggesting spoilage control and preservation techniques, 
practical and economic recipes, packaging and marketing data, and 
so forth. 

If we are to spend our money and resources, it is our duty to our 
people and to the world to spend wisely and properly to achieve the 
utmost value. We have before us an inspired opportunity to use 
American ingenuity and know-how to foster good will and to drama- 
tize the overwhelming advantages of the democr atic way over the 
forces of tyranny. Guns cannot mold man’s idea. But people, de- 
cently fed, can stand up and do things for themselves and are not apt 
to be swayed by false doctrines and ideologies. 

In our surpluses, Public Law 480 and experienced industry men, 
we have the three essential tools to convert a liability at home into an 
ummeasurable asset in the interests of our democratic principles and 
world stability. 

So let’s do the job right. 

Senator Humpurey. Mr. Sayres, first of all I want to personally 
congratulate you on your fine statement and to congratulate the in- 
dustry that you so ably and capably represent. Also, it is heartening 
and very encouraging to have a man like yourself come before a com- 
mittee of Congress and indicate to us a specific plan, as well as your 
willingness to ‘undertake some effort to forward this plan. 

As I understand it you are planning on going to India? 

Mr. Sayres. That is right. 

Senator Humpurey. And as I understand it you are planning on 
going on your own resources, there is no Government trip or anything 
like that? 

Mr. Sayres. That is right, or industry. 

Senator Humpurey. Well again, I want to wish you a very pleasant 
trip, but also an informative one. On page 3 of your testimony you 
say: 

My colleagues and I feel so strongly about such a program that we want to 
do something on our own as a contribution of the food industry to the people 
and the Government of our own country, and those friendly nations. 

For that I commend you and congratulate you on your patriotic 
service. Then you say: 

I am now in the process of formalizing plans to go to India, with the encourage- 
ment of others of the food industry. Whether our committee— 
quoting now again from your statement— 


is successful or not will depend on our getting the full cooperation of the perti- 
nent governmental agencies. 

Do you mean the full cooperation of our United States Government 
agencies ? 

Mr. Sayrres. Both of the United States Government agencies and 
the Indian counterparts. 

Senator Humpnrey. I see. 
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Mr. Sayres. I mean, I feel that we just cannot get the information 
that we need in order to get a proper plan that will really be worth- 
while and workable, unless we are able to see the thing firsthand and 
know what we are contending with. 

Senator Humrurey. So you would like to be able to visit with the 
man or woman who is in charge of, let us say, the Food Ministry or 
the Agricultural Ministry, people in the Government ? 

Mr. Sayres. Yes. 

Senator Humpnrey. Of India? 

Mr. Sayres. Yes. 

Senator Humpurey. As well as our own people prior to your 
leaving? 

Mr. Sayres. That is right, and also while I am there. 

Senator Humpurey. And visit our own people in the Embassy and 
the ICA and others while you are there ? 

Mr. Sayres. Yes, for assistance to the point where we can actually 
find out what we need to know if we are going to do the job. 

Senator Humprrey. There is no reason that should not be forth- 
coming. I will be more than happy, as one individual and the presid- 
ing officer of this committee, to send a letter on to our Ambassador 
asking that he give you all possible cooperation. And this will, of 
course, extend all the way through our United States mission in India. 
The same thing can be done, I suggest, with the Indian Ambassador 
in Washington, who would be a good contact for you before you 
leave—Ambassador Menta. He is a fine man, a businessman from 
India, a good friend of mine personally, and an able and extremely 
capable representative of his country. 

I would suggest that you meet with him before you go. 

Mr. Sayres. I would be very happy to do so. 

Senator Humpnrey. We will be very happy to make any arrange- 
ments if you need them, since you are going to go, and I wish I was 
going with you 

Mr. Sayres. Come along 

Senator Humpurey. I guess I better stay home for a while. I wish 
you would share with us your views and observations when you come 
back. I do not have any powers of appointment but I would like 
to have you sort of bring to my attention on your return whatever 
observations and conclusions you have—to act as a sort of reporter for 
me. Can you do that? 

Mr. Sayres. I will be very happy to do that. 

Senator Humpurey. Since I cannot take the trip I will let you do 
all of the work. 

Mr. Sayres. I will be very happy to do that, and I am sure you are 
going to be of great assistance in seeing that something is done about 
this 1f we bring back the correct data. 

Senator Humpnurey. I would like to review what you have in mind 
and what your findings are when you return. We will cooperate 
with getting the necessary introductions. Is that all right? 

Mr. Sayres. That is wonderful. 

Senator Humpnrey. If they mean anything, you have my blessings, 
but I suggest you get somebody else’s too. 

Mr. Sayres. I think I will need them. 
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Senator Humenrey. I think that is just wonderful. 1 am very 
pleased with your statement. Thank you for coming down. I under- 
stand you have to catch an airplane. I hope I have not kept you too 
long. 

Mr. Sayres. We will have just time to get it. Thank you very 
much. 

Senator Humrurey. Good luck to you and have a nice trip. 

Mr. Sayres. Thank you. _ 

Senator Humpurey. We will recess to 10 o’clock tomorrow morn- 
ing. ' 

(Whereupon the hearing was recessed at 12:25 p. m., to reconvene 
at 10 a. m., Thursday, June 27, 1957.) 





POLICIES AND OPERATIONS UNDER PUBLIC LAW 480 
(83D CONG.) 


THURSDAY, JUNE 27, 1957 


Untrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D. C. 

‘Vyhe committee met, pursuant to recall, at 10:15 a. m., in room 324, 
Senate Office Building, Senator Hubert H. Humphrey presiding. 

Present: Senators Humphrey and Aiken. 

Senator Humpurey. I regret some of my other colleagues are not 
here with me, but they will be here. We have a deluge of committee 
meetings at this time of the year, and it is very fortunate if you can 
find one of us, I guess, to open a hearing. 

The first witness today will be Mr. John C. Lynn, who is the 
legislative director of the American Farm Bureau Federation. 

Go right ahead, Mr. Lynn. 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, AND 
HERBERT E. HARRIS II, ASSISTANT TO THE DIRECTOR, INTER- 
NATIONAL AFFAIRS, AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. Thank you, Mr. Chairman. 

I have with me Mr. Herbert Harris—— 

Senator Humrurey. Mr. Harris, welcome. 

Mr. Lynn. Member of our international affairs department. I 
would like his name to show as being one of the witnesses. 

Senator Humpnrey. Thank you. 

Mr. Lynn. In the interest of time, sir, we would like to file this 
statement for the record if we may. 

Senator Humrpurey. I appreciate that very much. I know of your 
organization’s interest in the program. It would be good if you 
file this and add something orally. 

Mr. Lynn. I will say a few words, highlighting some of the main 
points. 

We take a great deal of pride in having been kind of a starter for 
this Public Law 480 idea, and we think it has done a great deal of 


I call your attention to the three basic points on the first page 
of our statement that we think are very sound with regard to Public 
Law 480. It was designed to make possible additional sales above 
the normal dollar sales and to continue these sales on a permanent 
basis and then use a part of the foreign currency for developing 
new markets. 

We point out, however, that these “easy sales,” are not the best 
basis for agriculture to build on. We are looking forward in 1958 
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to a tremendous fight developing in the country and the Congress, 
with regard to the extension of the Reciprocal Trade Agreements 
Act. We are firmly for the principle of the Reciprocal Trade Agree- 
ments Act, and we would hope that the Congress already would begin 
to give some consideration to this act because it does expire in June 
of 1958. 

We know forces are being mobilized to try to prevent the extension 
of this act. 

The point I want to make is that this is a sound way to approach 
the international trade problem, and we look at Public Law 480 as a 
temporary, interim measure to bridge the gap here, to help reestablish 
the markets. 

Senator Humpnrey. Well, I am a very strong supporter of recip- 
rocal trade. I am very pleased to hear your early advance notice of 
getting ready for the struggle, because [ think you are right. It is 
going to be a rather difficult period for us in terms of the trade 
program. But reciprocal trade is the long-term, solid basis on which 
to build. 

Senator Arken. It requires a two-thirds vote. 

Senator Humpnrey. | think it does. It is going to be rough. 

Senator Arken. Mr. Lynn is not overestimating when he says 
there will be a struggle. 

Mr. Lynn. We are beginning to try to get our people interested 
now in preparation for this fight, if you will pardon the expression. 

Senator Humpurey. That is a modest description, sir, about what 
will happen. 

Mr. Lynn. On page 3 of this statement we simply point out— 
and I know other witnesses have given similar evidence—the per- 
centage of our exports in 1955 and 1956 that were under some kind 
of Government program, direct export program. Take cotton, for 
example. Even though that was a very low year for exports of cot- 
ton, about 72 percent of our cotton moved under some kind of special 
program. 

To repeat, this is not a sound way on which to build agricultural 
exports. 

And I guess currently, even though we have a $414 billion pros- 
pect for exports of agricultural commodities this year, two-thirds of 
that is being moved under some special Government program di- 
rectly or indirectly, some subsidy or some other gadget, if you please. 
This is the kind of thing that agriculture must work out from under. 

Of course, we do have these tremendous surpluses on our hands. 
And we had hoped in the institution of Public Law 480 that by this 
time we would have found a better solution to the domestic agri- 
cultural program. A solution which would have tended to have 
gotten these products into consumption and into the market rather 
than in the hands of CCC. However 





Senator Homrurey. I notice you recommend a 2-year extension 
to make possible more effective programing. 

Mr. Lynn. Yes. 

Senator Humenrey. I think that is a very valid recommendation. 
I have always felt this way: Regardless of the amount of money in- 
volved, if you can have a little more time in which to work out your 
arrangements, you get a better program. 











POLICIES AND OPERATIONS 429 


Mr. Lynn. Yes, sir; that is right. We support the act as the con- 
ferees are considering it. We had hoped that perhaps a billion dol- 
lars could be appropriated this year, which I believe will be done, 
and then perhaps taper it off in 1959 with, say, half that amount. 

Well, we would call your attention on page 6 to the fact that at the 
bottom of this page it indicates what we choose to call the trade sur- 
plus. We exported about four and a half billion dollars more than 
we imported. Incidentally, this just about equals the amount of our 
foreign aid program. And as surely as we are here, unless we figure 
out ways and means to expand trade—and I mean two-way trade, 
imports as well as exports—our exports will go down or we will have 
to continue to make up the so-called dollar gap and the trade deficit, 
or our trade surplus, through gifts and grants and loans and so on. 

Well, it may be necessary for us to continue to do that. However, 
we hope that it will be on a declining basis. 

I would like to call your attention to page 8, sir. The agricul- 
tural attachés we think are doing an outstanding job abroad, not only 
for agriculture but for the whole foreign policy. I know that there 
is a lot of pressure being brought to transfer these agricultural at- 
tachés back to the Department of State. We just hope—the Farm 
Bureau does—that the Congress will continue to have these attachés 
reporting to the Secretary of Agriculture. We think that is where 
they should report. And we are sure that they are doing a good job. 

Page 8 at the bottom of the page may be a new idea that you have 
not had before. With the common market being developed in West- 
ern Europe, our board at its last meeting—last week, in fact—au- 
thorized us to move forward and give some leadership to establishing 
a trade center at Rotterdam or some other point, working, of course, 
with all interested organizations and commodity groups, because we 
feel that this is a very important move that is being made in Western 
Europe and one that will offer great prospects for increased trade. 

We believe that a trade center, where the buyer and seller can get 
together, where United States exporters could exhibit their products, 
if you please, would be a step in the right direction for increasing our 
agricultural exports. 

We plan to send our Director of the Department of International 
Affairs, Mr. George Dietz, who was most recently agricultural at- 
taché in the Netherlands, over in July to survey the situation so we 
can estimate what the cost will be, and so we can present these facts 
to other organizations who might be interested in joining in this 
project. We hope to do it without any assistance from Government 
whatsoever, because this is a job that the farm organizations and 
commodity groups should do on their own. 

Senator Humpnurey. Yes, sir. Very constructive idea, Mr. Lynn. 

Mr. Lynn. Well, we would like to just say one word on page 11 
about the barter program. We have been very much for the barter 
program. We recognize some of the difficulties involved. A lot of 
people say, “Well, we should not have a barter program in the De- 
partment of Agriculture because it charges a lot of cost to the De- 
partment that should be charged to somebody else.” We do not pay 
much attention to that, frankly. We say that it is good policy on 
the part of the United States to exchange surplus agricultural com- 
modities for critically-needed material. 
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We know that it has to be done with caution in order to avoid a 
price-support program for domestic minerals. But we believe that 
this thing can be operated if the administrative agencies of Govern- 
ment are determined to do it. We think there has been a lot of 
“feet dragging” on this barter program. We would like to see it 
stepped up. 

We have attached to this statement a copy of a letter we wrote to 
Mr. True D. Morse, Under Secretary of Agriculture, indicating some- 
what our disappointment in the new announcement of the barter 
program. We believe that the very great restrictions that have been 
placed on this program will tend to cause it to decline, and we do not 
believe this is in the best interest of the United States. 

Senator Humpurey. Would you be willing to come back, Mr. 
Lynn, at the time that we have Mr. Berger up from the Department 
and the people in the barter program, just to sort of sit around the 
table with a few of us in the Senate? 

Mr. Lynn. Very happy to do it. 

Senator Humeurey. I think we ought to talk about this. As you 
know, the purpose of this inquiry is not like the typical investiga- 
tion. We are not trying to prove somebody was right or wrong. 
What we are trying to do here is examine the operation of Public 
Law 480 to see whether there are any improvements we can make in 
its administration, to examine the substance of the law. 

I think one of the points that needs to be looked into very care- 
fully is this barter program. And I am not an advocate one way or 
the other. I can honestly say offhand I seem to be quite strongly 
for it. Then I hear about some of the problems, and that causes me 
to have some doubts. 

But I would like to just look it over in the surroundings of people 
who are truly interested in making it work to see what can be done 
about it. 

So I am going to ask you to come back at that time if you will. 

Mr. Lynn. Very happy to doso. 

That concludes our presentation. 

Senator Humpnurey. Senator Aiken? 

Senator Arken. No questions. 

Senator Humpnrey. I want to thank you first for the statement 
and secondly for your cooperation in expediting matters here. Of 
course, we are fully aware of the long-term interest in this program 
by the American Farm Bureau Federation, and I commend you for 
that project of the trade center. It seems to me like that makes good 
sense. It is a good followup on the trade fairs. After you have had 
the fair and given them the “one shot” deal, you come back with a 
sort of persevering program. 

Mr. Lynn. That is right. 

Senator Humpnrey. Thank you very much. 

Mr. Lynn. Thank you, sir. 

Senator Humpnrey. Mr. Harris, did you have anything you 
wanted to add? 

Mr. Harris. No indeed. Mr. Lynn did a fine job. 

Senator Humpnrey. We are always glad to see you here. 

(The prepared statement of Mr. Lynn follows :) 
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Mr. Chairman, on behalf of the American Farm Bureau Federation, let me 
express our appreciation for an opportunity to appear before this committee to 
discuss Public Law 480. 

As you know, the American Farm Bureau Federation has been interested over 
the years in programs designed to expand international trade with emphasis on 
developing and maintaining foreign outlets for our farm products. 

First of all, we wish to recall how Public Law 480 came into being. In 
December, 1953, the official elected voting delegates of the member State Farm 
Bureaus in the 48 States and Puerto Rico came together at the American Farm 
Bureau Federation’s 35th annual meeting. Motivated by recommendations 
from almost every State the following policy was adopted : 

“Surplus farm products that cannot be sold abroad for dollars should be 
offered for sale and export through private channels, under limitations de- 
termined by the Secretary of Agriculture, in exchange for local currencies. 
These currencies should be used as a revolving fund for expanding international 
trade and increasing production, to buy basic materials, and to pay United 
States obligations abroad.” 

Based on this policy the Farm Bureau vigorously supported the Agricultural 
Trade Development and Assistance Act which later became known as Public 
Law 480. This act was passed by Congress and signed by the President in 
July 1954. It was designed as a 3-year program and authorization was given 
for sales for foreign currency in the total amount of $700 million. 

The three main objectives of the Public Law 480 program were: (1) to make 
possible sales of farm products in addition to the normal dollar sales; (2) to 
establish private trade channels for sales of farm products which could be 
continued with dollar sales after the termination of the program; and (3) to 
use part of the currency received from such sales to develop new markets or 
expand old markets for farm products by means of promotional programs, trade 
fairs, purchasing missions, etc. These objectives remain unchanged. 

Before we proceed to discuss in more detail the operation of Public Law 480 
and other programs designed to assist, on an emergency basis, the sale and 
export of agricultural commodities, we would like to make clear that the recip- 
rocal trade agreements approach offers the greatest hope for a solution to this 
problem. One of the dangers of continuing “easy exports” over too long a 


period is that we sometimes forget the fundamentals which are basic to a 
healthy international trade. 


PUBLIC LAW 480—-A SUCCESSFUL PROGRAM 


It is a matter of record that as far as moving surplus agricultural products 
into foreign markets is concerned, Public Law 480 has been an immensely suc- 
cessful program—one in which Farm Bureau takes a great deal of pride. In 
1955, we supported an increased authorization for these sales from $700 million 
to $1.5 billion. 

In the last session of Congress, Farm Bureau recommended that the author- 
ization be increased from $1.5 billion to $3 billion, and the Congress passed such 
a bill. 

Legislation is currently being considered to raise the authorization to $4 bil- 
lion. We support this increase in authorization. Farm Bureau policy for 1957 
specifically endorses the extension of this law as follows: 

“* * * The level of United States farm exports may be most effectively main- 
tained and expanded by * * * the following additional measures: 

“(1) Extension for 2 years of Public Law 480, the Agricultural Trade De- 
velopment and Assistance Act, sponsored by Farm Bureau to permit the ex- 
change of farm products for foreign currencies, with an adequate authorization. 

“Public Law 480 was designed as a temporary program to expand the sale 
of United States agricultural products in surplus supply to countries with dol- 
lar shortages. It is not our intention that Public Law 480 or similar programs 
should become permanent.” 

We recommend a 2-year extension to make possible effective programing. 
We further recommend that the authorization be limited to $1 billion and that 
this amount should be obligated during fiscal 1958. We had hoped that our 
agricultural surplus situation would be such that the program could be tapered 
off in fiscal 1959. Congress will, of course, wish to take another look at author- 
izing funds for Public Law 480 for fiscal 1959. 
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As mentioned, Farm Bureau took leadership in developing the original legis- 
lative proposal that became known as Public Law 480. We support it today. 
However, Public Law 480 was intended to be a temporary program. It was 
designed as a temporary program and it should not be considered a permanent 
solution to the agricultural export problem. 

The following table indicates fiscal 1955-56 exports by principal commodi- 
ties and the amounts that went under direct government programs: 


Fiscal year 1955-56 
[Million dollars] 








| | Exports | Percentage 
Commodity | Exports under under 

| | Government | Government 

| programs programs 
So en ae Pe ee ae er ; =e] $382 | $275 72 
Bread wheat_______- a ta eT ae 599 | 429 7 
Coarse grains. -_.-...-.--- = bai . 399 232 58 
Fats and oils..........-- 2 asi aati .| 621 138 | 22 
Tobacco ond | 378 52 14 
Dairy products __---_- : Ee 283 | 200 71 
CURA s <p chnlit pl Mah tenet esereaaci¢-o] 831 | 91 11 
te 3.) ecw iiss oo VE A  ) 2 3, 493 | 1,417 41 


This indicates that about 41 percent, or over one-third of our agricultural 
exports in fiscal 1956, was the direct result of Government sales or gift pro- 
grams. 

It is encouraging to note that the outlook for agricultural exports in fiseal 
1957 is close to $4.5 billion, as compared to nearly $3.5 billion in fiscal 1956. 
However, it is again estimated that over one-third of these exports will move 
under direct Government programs such as Public Law 480, section 402, barter, 
ete. This does not include the Government programs which make exports pos- 
sible by subsidizing the sales price. If all these are considered, it is our best 
estimate that more than two-thirds of our agricultural exports are under some 
special program. 

It is imperative that American agriculture not become overdependent upon 
these types of sales. Our export marketing must be done through commercial 
channels for dollars whenever and wherever possible. We hope that effective 
steps can be taken to adjust the United States agricultural plant to effective 
market demand, and avoid the accumulation of large surplus stocks in Gov- 
ernment warehouses. 

Most people agree that Public Law 480 has not worked perfectly; no law ever 
does. This is especially true of laws which attempt to regulate markets and 
prices. It has, however, moved a substantial amount of farm products into 
export and has helped to improve food consumption patterns, thereby estab- 
lishing some long term export needs and demand for our products. Moreover, 
Public Law 480 has slowed down to some extent the accumulation of our price- 
depressing surpluses in the hands of Commodity Credit Corporation. The most 
important question of all is: “Where would we be without this law?” With- 
out Public Law 480, United States farmers’ prices would undoubtedly have been 
further depressed by the accumulation of even larger surpluses. 

At the same time, it is incumbent upon the United States to carefully avoid 
any misuse of Public Law 480 that would seriously injure the economy of 
friendly nations whose livelihood depends upon agricultural exports. We be- 
lieve the record shows that the law has been administered with rather remark- 
able skill in this regard. While sales have been advanced aggresively, every 
effort has been made to avoid injury to producers outside of the United States. 
For the most part, friendly exporting countries have accepted Public Law 480 
as a necessary but temporary means for the United States to relieve its sur- 
plus problem. However, serious international problems could arise if the 
United States should indicate that Public Law 480 type sales were to become 
a permanent part of United States agricultural export sales policy. 
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TRADE FOR DOLLARS 


American agriculture must never forget that its primary task in the export 
field is to develop dollar markets for its products on a permanent basis. 

In the long run, the share of the international market held by United States 
farm products is dependent upon the overall foreign economic policy of the 
United States. This includes United States policy with respect to trade, tariffs, 
restrictions, foreign investment, economic development, stockpiling of basic ma- 
terials, offshore procurement, and other factors. The American Farm Bureau 
Federation is supporting policies with respect to each of these elements of 
foreign economic relations which we believe will help to balance United States 
foreign trade at a high level. 

We wish to emphasize to this committee the importance of maintaining a 
properly administered reciprocal trade agreements program. 

The basic question in 1957, and certainly for 1958, is whether we continue 
and renew our efforts to expand trade on a mutually advantageous basis be- 
tween nations of the free world, or go in the direction of more restrictions 
which will lead to less trade. No one can seriously deny the fact that devices 
that impede imports also act to restrict exports. It also seems clear that 
trade restrictions alienate allies as surely as trade makes good strong allies. 
The unity of the free world and our national security is dependent on a high 
level of international trade. 

The foreign trade policy of the United States, partially implemented through 
the principle of the reciprocal trade agreements program, which we have 
vigorously supported, is a major national policy with important and far- 
reaching effects. It is becoming increasingly apparent that 1958 will be a 
crucial year for international trade. There are strong and vociferous pro- 
tectionist interests diligently working for the emasculation of the reciprocal 
trade agreements program. We hope this committee will stress the importance 
of keeping international trade at a high level and that Congress will work 
toward this end during the coming year. Expanding the flow of goods, services, 
and capital among nations may be more important to our security efforts, in 
the long run, than the present emphasis on military expenditures. 

There also are important economic reasons for expanding international trade. 
They are based primarily on the economic self-interest of the United States. 
The maintenance of a high standard of living in the United States is dependent 
to a large degree on a high level of imports and exports. Since 1953 the United 
States has been able to make a substantial increase in its export trade in goods 
and services. However, as the following table indicates, imports have not kept 
pace: 


United States exports and imports of goods and services, 1952-56 


[Billion dollars} 


—— — — — — _ 


United United Trade 








Calendar year States States surplus 
exports imports 
1952_ . “i Sinead wieahieoes 13.3 10.8 2.5 
1953_.. jeeain spine toinls jie 12.4 11.0 1.4 
tke sivnte on sind aisced ati diaieinindineinibiababebiaias picianeenn tania 12.7 10.3 2.4 
PA cinnche diekiniei a whoes dak eee eedees aaa 14.3 11.5 2.8 
Bn hha cwks 5 -nccdib th aitnsetusesdep beth oss ahateeee 17.3 12.8 4.5 


It should be noted that these exports do not include the military equipment 
we have sent our allies. Despite this fact, our customers are burdened with a 
$4.5 billion trade deficit which must be made up by United States gifts, loans, 
or sales for foreign currency such as those authorized under Public Law 480. 

Unless and until nations are given an expanding opportunity to earn dollars 
with which to buy our farm products, argiculture may well be forced to con- 
tinue to use special government export programs. Certainly this is not a 
healthy condition for American agriculture. The economic policy and recipro- 
cal trade agreements program of the United States must be implemented to the 
extent that our farmers can sell their products in foreign markets at com- 
petitive prices for dollars. Otherwise, many foreign nations will continue, 
at a more rapid rate, to enter into bilateral agreements with other countries 
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in order to sell their own products. This is a situation which is becoming 
more and more common. They will also continue to have strong inducement to 
become self-sufficient in products which should be imported from the United 
States or elsewhere. 


AGGRESSIVE MARKET DEVELOPMENT NECESSARY 


The Farm Bureau recognizes that there has been some criticism by foreign 
governments of our export subsidies. The American Farm Bureau Federation 
would like to see the day when international trade in farm products can be con- 
ducted on a nonsubsidized basis. In some cases, United States surpluses have 
been created by the continuation of domestic price-support programs and have 
made export subsidy programs necessary if we are to compete in world markets. 
Iixport subsidies have been necessary in other cases to counteract various foreign 
practices such as multiple exchange rates and direct or indirect subsidies on 
shipping. 

We would like to stress again that the burden of the responsibility rests 
on the United States private agricultural export trade to vigorously merchan- 
dise and move quality products, competitively priced, in international trade. 
Market needs are changing. New opportunities for exporting livestock and 
other protein products are developing. Real imagination is needed to make 
the most of these opportunities for expanding markets. 


UNITED STATES AGRICULTURAL ATTACHES 


The transfer of the agricultural attachés to the United States Department of 
Agricultural was a forward step in the development of export markets for 
United States farm products. They should be kept under the control of the 
USDA. We can be produ of our agricultural attachés—they are a real asset 
to the United States in carrying out our foreign policy. 

Agricultural attachés are in a position to provide valuable assistance in 
developing exports. They can provide essential marketing services. We recom- 
mend adequate financial support for the Foreign Agricultural Service to enable 
it to attract and hold competent personnel and allow sufficient funds to enable 
them to do their job in all-important foreign markets. This will greatly fa- 
cilitate collecting, evaluating, and disseminating agricultural information and 
service to those interested in the export of agricultural commodities. 


TRADE CENTER 


The American Farm Bureau Federation, in cooperation with other groups, 
is currently working to develop a trade center in Rotterdam for United States 
farm products. 

The importance of Europe as a market for American agricultural products 
is well established. During 1957 around $2 billion of United States farm 
products will move into the European area. It is an expanding market and 
per capital income is increasing. This increase should bring about an expanding 
need for our farm commodities. 

During the next 10 or 15 years, with the common market arrangement, every 
effort should be made by American agriculture to maintain (and we hope, to 
expand) the European market. It is believed that the common market arrange- 
ment will bring even higher incomes to the peoples of Europe. There should be 
an increasing demand for specialty food products. Many new food items which 
have been developed and used in the United States during the postwar period 
will undoubtedly be in great demand in this market. 

Canada, Australia, New Zealand and other major agricultural exporting 
nations have already sent representatives to Europe to develop concrete pro- 
grams and contact buyers. There is a vital need for the United States to establish 
a place where our farm products can be displayed and sold. We should also 
provide a place where European buyers can obtain the latest information about 
United States farm products. The trade center would also provide a central 
headquarters for the people “with the order books.” It is not intended that this 
trade center be a museum. It should be a vital and active center where im- 
mediate contact can be made with the trade. United States merchandising 
techniques designed for expanding the European market can be coordinated 
from this proposed trade center in Rotterdam. 
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MARKET DEVELOPMENT UNDER PUBLIC LAW 480 


Approximately $34 million, or 1.6 percent, of the foreign currency which will 
be accumulated under Public Law 480 has been earmarked for promotion of 
agricultural products in foreign countries. At the present time some 70 market 
development projects in 22 counties have been made possible by this program. 
These projects are developing markets for such United States export crops 
as wheat, cotton, tobacco, dairy products, soybeans, poultry, fruit, tallow, beans, 
feed, rice, seeds, and lard. It has been the policy that Public Law 480 foreign 
currency can be used for promotional programs only when private United States 
and foreign trade groups contribute significantly to the program. 

Primarily, market development is the responsibility of private trade groups, not 
only in this country but in the foreign countries involved. We recommend that 
the USDA exercise caution in the allotment of market development funds, so 
as to assure that the maximum benefit is obtained in the development of perma- 
nent markets for our farm products. 

To date, some 21 United States trade organizations have helped carry out proj- 
ects. Markets have been surveyed to determine where the potential exists for 
expansion or for new markets. Trade groups have been brought to this country 
and acquainted with our products. Educational programs have been conducted 
to teach consumers and processors the advantages of various United States farm 
products. For example, a potential market for recombined milk in Thailand is 
being developed. 

Another effective way to promote the sales of our farm products abroad is 
through exhibits at international food and trade fairs. United States agricul- 
ture had exhibits in six trade fairs in fiscal 1956. This year United States dis- 
plays have been made at 10 fairs. We recommend continued emphasis on this 
phase of the market development program. 

Effective methods have been developed for exhibits at these fairs. For example, 
our exhibit at Barcelona recently won two awards as the most effective exhibit 
at the fair. This exhibit was built in Spain with foreign currency generated 
under Public Law 480. It was constructed in such a manner so that it could be 
disassembled, boxed and shipped to fairs in other countries. It will be shown 
again at Cologne and will probably also be shown at a number of fairs through- 
out South America. 

An interesting aspect of this approach is the fact that exhibits can be con- 
structed in countries where foreign currency is available and then used in coun- 
tries where foreign currency has not been generated by Public Law 480 sales. It 
is this type of imagination and initiative which can attain sound and profitable 
results through our market development program. 


BARTER 


While we have dedicated the major part of this statement to sales for for- 
eign currency under title I of Public Law 480 and the use made of the foreign 
currency, we also believe that our agricultural surpluses can be advantageously 
used in barter transactions. Of course, one of the most logical uses is to barter 
our surpluses for strategic and critical materials to be placed in our stockpiles. 
The Farm Bureau has recommended on a number of occasions that the Interna- 
tional Cooperation Administration, the Department of Defense, and other 
agencies of Government utilize this bartering authority to the maximum extent 
consistent with the best interest of the United States. We feel that there is a 
great possibility, especially in the procurement of materials for the mutual- 
security program, to take advantage of the bartering authority. Attached, 
the committee will find a recent letter regarding barter which was sent to 
Under Secretary of Agriculture, True D. Morse. 


SUMMARY 


In conclusion, we believe the time has come to take a realistic look at the 
export of United States farm products and to understand fully that the 
‘“‘Marshall aid” aspect of easy exports is over. We are now operating largely in 
a buyer’s market in world trade. Quality United States products deserve a high 
place in this market, but only if we build for permanent markets with sound 
trade practices and enlightened legislative policy in both the foreign trade and 
domestic farm program fields. The farmer has a real stake in seeeing that these 
objectives are accomplished. Farm Bureau will continue to work for programs 
designed to expand international trade on a sound basis. 
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AMERICAN FarM BUREAU FEDERATION, 
Washington, D. C., June 8, 1957. 
Hon. Trur D. Morse, 
Under Secretary of Agriculture, 
Washington 25, D. C. 


Deak TRUE: We were quite interested and somewhat disturbed about the 
press release of the Department of Agriculture dated May 28 outlining the 
new policies with regard to barter programs. As you know, the American Farm 
Bureau Federation has supported the principle of barter, and we have pointed 
out on numerous occasions that we believe it is in this country’s best interest 
to expand our stockpile of strategic and critical material. We believe that a 
part of the agricultural surplus can be used to good advantage in carrying out 
this program. 

There can be little argument as to our long-time needs of such materials as 
nickel, magnesium, copper, tungsten, ete., in order to meet the needs of an 
expanding American economy in future years. Domestic production does not 
even approach our present needs. 

Our 1957 policies read as follows: 

“Our essential raw materials stockpiling program should be continued and 
expanded. Surplus farm products should be traded, under Public Law 480 
and otherwise, for essential materials that may be stored indefinitely without 
deterioration.” 

We recognized at the time the Department of Agriculture suspended barter 
operations that there was good cause in that a great deal of CCC funds were 
being tied up in materials for future deliveries to the extent that might impair 
the capital structure of CCC. We were very much for the Department of 
Agriculture taking a look at the program. However, we are somewhat dis- 
turbed after reading the announcement of May 28 with regard to the revamped 
program under which CCC will continue to exchange surplus farm products 
for strategic and other materials from foreign countries. 

We believe that some of the rules and regulations will greatly restrict the 
transactions, and in fact will tend to destroy this program. For example, it is 
a little hard for us to think of any country to which we might export wheat that 
is not included in the list on page 3 of the news release. Many of these countries 
need our wheat and it will be very difficult to determine the replacement concept. 

The American Farm Bureau Federation is not asking for any specific changes 
in the new rules and regulations at this time; however, we will watch the opera- 
tion of this program very carefully and will be prepared to make specific recom- 
mendations if the volume of agricultural commodities moving under this pro- 
gram is reduced as drastically as we feel it will be under these very stringent 
rules and regulations under which it must now operate. 

This country’s need for critical and strategic material, together with our con- 
tinued accumulation of agricultural surpluses would seem to make it advisable 
to implement an effective barter program. The USDA and the CCC should not 
bear the whole weight of this program, but this should be a program of all the 
administrative agencies of Government, designed to strengthen the position of 
the United States. 

We will be happy to discuss with you, and other people in the Department, in 
greater detail our policies with regard to this matter. 

Sincerely yours, 
JOHN C. LYNN, 
Legislative Director. 
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Senator Humpurey. Following Mr. Lynn’s testimony, I would like 
to introduce into the record a statement from the National Council 
of Farmer Cooperatives by Homer L. Brinkley, the executive vice 
president. 

This statement is in the form of a letter to me dated June 19, 1957. 

Secondly, I would like to introduce into the record a statement of 
the National Soybean Processors Association, by Mr. George L. 
Prichard, who is the Washington representative of this organization. 

Both of these will be entered in the record at this point. I want to 
thank the correspondents for their helpfulness in sending us these 
statements. 

(The statements referred to follow :) 


WASHINGTON, D. C., June 19, 1957. 
Hon. Husert H. HUMPHREY, 
Acting Chairman, Senate Committee on Agriculture and Forestry, 
United States Senate, Washington 26, D.C. 

DEAR SENATOR HuMPuHREY: In connection with the hearings on the effectiveness 
of Public Law 480—the Agricultural Trade Development and Assistance Act 
the National Council of Farmer Cooperatives supports the principles and pur- 
poses of this law until it can be demonstrated that it no longer serves a con- 
structive purpose in our foreign and domestic economic policy. 

It is our observation that trade activities under this act have exerted a 
marked and multiple leverage on the progress of our foreign economic policy. 
The act has— 

1. Promoted economic development in underdeveloped countries to increase 
payrolls and purchasing power, diversification and economic balance. 

2. Converted abundant agricultural resources into an American asset 
in international economic and political relations. 

3. Conserved dollar exchange both here and abroad for industrial pur- 
chases and other uses. 

4. Accustomed the people of contracting countries to a higher standard 
of living, and, if this is continued, will develop a permanent effective demand 
for more food and fiber products, hence contribute to market development. 

5. Promoted convertibility of foreign currencies on a constructive basis. 

6. Contributed to stockpiles of strategic materials. 

7. Contributed materially to relief activities of private organizations 
which devote voluntary efforts to decentralized distribution of food stuffs. 

8. Spurred private export of farm products. 

9. Leveled off and reduced the accumulation of public and private surplus 
farm products in this country. 

Objections to this program have come from a few countries which export a 
very large proportion of their agricultural production, in some cases 90 percent 
of the total production, and whose agricultural products are a dominant part 
of their total exports. In contrast, 90 percent of our agricultural production is 
consumed at home and agricultural exports constitute about 25 percent of our 
total exports. The answer to their problem is more balanced economic devel- 
opment and industrial diversification at home, to increase the domestic demand 
and consumption of their own agricultural products. As a matter of fact, 
several countries, formerly heavy supporters of competitive agricultural prod- 
ucts, have become importers of American farm products, since embarking on 
economic diversification under our economic-aid program. 

The overall approach to the worldwide agricultural problem is to even out 
production and distribution which are too thin in some areas and too thick in 
other areas, through more diversified economic development and the trade re- 
sulting therefrom. 

We believe the multiple values of operation under this act can be meas- 
urably increased by provision for disposal of accumulated currencies, through 
sale and loan, to industrial and trading concerns, operating in the area of 
the currency origin. 

From time to time in the past 2 years we have made representation to the 
International Cooperation Administration that foreign currencies should be 
available for private American concerns operating in the country of the cur- 
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rency’s origin. The following letter on this subject was forwarded under date 
of January 31, 1956: 

“This letter relates to the use of foreign currencies accumulated under Public 
Law 480. 

“It is my understanding that at present the general policy is to direct the use 
of such funds toward the economic development and the expansion of markets 
for agricultural commodities in the countries of origin, and to further this 
purpose various types of agreement are entered into, which, by and large, make 
these funds available in various ways to the governments and central banks in 
the countries of origin. 

“It has been our view for many years that the degree and rapidity with which 
the underdeveloped countries can achieve maximum economic development de- 
pends, to a considerable extent, upon the development of private investment of 
both foreign and indigenous capital. 

“If such funds are used exclusively for loans to central banks and govern- 
ment, it seems to us there is little likelihood of generating any expansion of 
private capital investment. 

“Recently we have had conferences with representatives of large eastern banks 
and suggested to them that they examine ways and means by which private 
investment in countries of origin might be stimulated if such funds were placed 
in the stream of commercial loans with the objective of making them available 
on a sound basis to private industry here and abroad for purposes of private 
investment and business operations. These suggestions have met with a very 
favorable response and I have been given several illustrations of the value of 
this method of handling these funds in contrast to channeling them through 
government. 

“We helped secure the passage of Public Law 480 for reasons somewhat 
broader than the disposal of surpluses. It is our view that one of the great 
difficulties in expansion of multilateral trade is the lack of convertibility of 
many foreign currencies, and we felt that Public Law 480 would contribute to 
convertibility through greater acceptability of such currencies, even though on 
a relatively narrow scale. It would seem to us that making these funds available 
for private loans to private industry here and abroad would be a distinct con- 
tribution toward increased convertibility, as well as a long step toward pro- 
motion of private enterprise in underdeveloped areas of the world. 

“TI would appreciate very much indeed if you would give consideration to such 
a program and advise us as to your views concerning it.” 

I trust that your hearings will demonstrate that our agricultural resources 
are being used for a most constructive purpose under Public Law 480, without 
which a vacuum would be created that no other private or public agency is now 
prepared to fill. 

Sincerely yours, 
Homer L. BRINKLEY, 
Executive Vice President, National Council of Farmer Cooperatives. 


STATEMENT FILED BY GEORGE L. PRITCHARD, WASHINGTON REPRESENTATIVE, 
NATIONAL SOYBEAN PROCESSORS ASSOCIATION 


The National Soybean Processors Association represents for practical pur- 
poses all of the processors of soybeans in the main soybean area and most of the 
processors in other areas of the United States. In volume of soybeans processed, 
members of this association handle approximately 95 percent of the total quantity 
processed within the United States. 

Domestic soybean processors are the farmers best market, buying and convert- 
ing some 80 percent of the soybean production into high quality protein meal and 
vegetable oil. The total quantity of soybeans to be processed in the United States 
during the 1956-57 crop year is currently estimated at close to 325 million bushels. 

The conversion of soybeans into soybean-oil meal and soybean oil has been 
carried on at most modest processing margins. Processing margins have 
averaged far below the cost of processing, as estimated by the United States 
Department of Agriculture. 

Our soybean processing facilities constitute the most modern, efficient and 
largest oilseed industry in the world. Investment in plants and related facilities 
approximates $500 million. This industry directly provides well-paid jobs for 
thousands of Americans. And indirectly for many more thousands. 
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In addition to plant investment the industry has poured millions of dollars 
into research, product development and the promotion of the sale of soybean 
products. 

These substantial investments have been a material factor in expanding the 
farmers market for soybeans. 

The National Soybean Processors Association has consistently taken the 
position that the basic question of price support for soybeans (and other com- 
modities) is primarily between farmers and the Government. However, we are 
well aware of the effect both present and potential of price supports for competi- 
tive crops and for soybeans upon soybean production. It seems, however, at the 
present time that without price support acreage restrictions or other govern- 
mental programs or controls, domestic soybean production would continue to 
expand at an even more rapid rate. Markets do exist for soybean meal and 
oil from a far larger production than has yet been attained. And, on a much 
more favorable basis than for competing crops where surplus is a continuing 
plague. 

This association also has consistently supported the views of the soybean 
producers who have recommended price-support levels which will encourage 
orderly marketing and at the same time move soybean products and soybeans 
into consumption rather than piling soybeans up in Government storehouses. 

The soybean is the outstanding farm success of the 20th century. From a 
production of practically nil in the 1920’s, it has now expanded to the rank 
of the fifth cash crop in dollar returns to farmers. Near 23 million acres are 
devoted to soybeans—40 percent more than cotton; more than 50 percent of 
oats ; and 30 percent of corn. 

The future gives every indication that the soybean will continue its expansion 
on a solid economic basis. 

The soybean is the largest single factor in the remarkable expansion of oil- 
seeds, oils, and fats production in the United States. Soybean production in 
1956 established yet another new record at 456 million bushels. The average 
production in 1935-39 was only 56 million bushels, the average for 1945-49 was 
only 209 million bushels. 

This phenomenal soybean expansion has been accomplished without any price- 
support losses to the Government, and it has not required any tremendous 
storage building program by the Government. 

Today, the soybean provides farmers with an income-producing crop for over 
22 million acres of land which otherwise would, no doubt, be devoted to surplus 
crop production. 

Increases in soybean acreage help to alleviate the feed-grain problem, with 
beneficial effects upon farm income from these crops. Each acre so shifted from 
corn, for example, reduces bushel production by a substantial amount; replaces 
carbohydrate feeds with needed protein; and replaces a definite farm surplus 
with a potential small surplus quantity of vegetable oil needed for human food 
in many areas. 

The dramatic increase in United States soybean production has lifted the 
United States to preeminence as the world’s largest producer and the world’s 
largest exporter of oils and fats. The expansion has been accomplished at 
reasonable price levels and most of the time in the face of higher parity price 
supports for competing crops. 

It is significant that vegetable-oil prices are even more reasonable when com- 
pared with prices for other commodities. The October 1956 index of wholesale 
prices (1947-49 equals 100 percent) shows fats and oils at 73 percent compared 
with farm products at 88 percent; processed foods 104 percent; all commodities 
116 percent; and products other than farm and food 124 percent. 

Soybeans and other oilseeds, oils, and fats collectively comprise one of the 
largest commodity groupings in United States agriculture. The total farm 
value, excluding butter, of domestic production is well over $2 billion. This 
is a commercial production and practically all of it moves from the farm into 
and through channels of trade. 

Export volume and world trade in oilseeds, oils, and fats is among the largest 
for farm commodities. 

Further expansion in soybean production seems desirable by any standard. 
The only part of the soybean ever surplus to United States consumption needs 
and dollar export outlets is a relatively small part of the soybean oil produc- 
tion. Whenever, as in the past several months, export oil markets are not avail- 
able at price-support equivalent, production slows down; less soybean meal is 
available ; and soybeans pile up in CCC inventories. 
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An important factor in any consideration of the soybean and vegetable oil 
situation is the fact that an expansible export market exists for vegetable 
oils. This expansible market, however, is largely in countries which do not 
have adequate dollar exchange to meet desirable dietary levels for their 
populations. 

The soybean by weight is approximately 80 percent high-protein feed and 
20 percent vegetable oil. Unlike most other oilseeds, the protein meal is not a 
byproduct of the soybean. It is far larger by weight and about equivalent in 
value to the oil production from a bushel of soybeans. The soybean is the 
largest source of high protein meal which, coupled with the expansion in bal- 
anced feed rations, has made possible the expansion of dairy, poultry, and live- 
stock to meet the ever-increasing needs of a larger and better fed population. 

It. is, recognized by all feed authorities and confirmed by official USDA publi- 
cations that the domestic dairy, poultry, and livestock industries should, can, 
and will use all of the protein meal which can be produced in the foreseeable 
future. The sole question is one of price. 

From a farm income viewpoint the price of protein meals is not of real im- 
portance. Generally speaking, the farmer produces the protein meal and the 
farmer buys the protein meal. 

Relatively, a higher price for vegetable oil means cheaper protein feed and 
vice versa. 

Before the record 1955 soybean crop which in conjunction with operations of 
Public Law 480 made available reasonably priced protein meals the American 
soybean farmer was losing part of his meal market to urea—a synthetic product. 
Additional plants for the manufacture of urea for feed were than in the negotia- 
tion stage, but with the advent of larger supplies of soybean meal these plans 
were shelved. 

The reasonably priced protein meal which resulted in large part from the 
operations of Public Law 480 with respect to vegetable oil exports has so far 
saved this large market for the farmer. 

A single urea plant producing 120 tons daily is equivalent to the protein meal 
from 500,000 acres of soybeans. 

Concurrent with the rapid expansion of the soybean crop in the United States 
has been the expansion in balanced rations for animal feeding. Despite the 
huge expansion which has taken place and the large tonnage of protein meals 
currently being utilized there still remains need for tremendous additional quan- 
tities of protein feeds to further realize the maximum economic benefits inherent 
in good animal-feeding practices. These benefits accrue not only to farmers 
and feeders but also to consumers, and to the Government, taxpayers, and farm 
programs as farm production is tailored more to items in demand. 

The need for additional supplies of protein meals has been recognized on 
inany occasions by USDA. One noteworthy recognition occurred when the price 
support of soybeans was increased in 1956 to supply more protein feed. 

The situation with respect to edible oils and fats is entirely different. The 
per capita consumption of edible oils and fats is conceded to be one of the 
most inelastic items in the domestic economy. Per capita consumption of edible 
oils and fats has remained at the same level regardless of price. Since World 
War II, prices for crude vegetable oil have ranged between a low of 8 to 9 cents 
a pound up to 42 or 48 cents a pound f. o. b. mill. Per capita consumption 
remained constant regardless of price. 

Total domestic edible usage has expanded only as population increased and 
can be expected to expand in the future only as population increases. 

Soybean exports have been at high levels and apparently will set another new 
record during the current crop year ending September 30, 1957. It seems appar- 
ent that buyers abroad will continue to purchase soybeans from the United 
States for dollars to the maximum extent possible and further purchases for 
export are limited only by needs abroad for the high-protein meal. 

Exports of soybean oil and other edible oils and fats to the normal dollar area 
are more limited because: (1) Per capita consumption in those areas is near 
optimum and (2) such areas minimize dollar purchases so long as supplies are 
available from soft currency areas. 


In summary, the domestic soybean situation presently and for the foreseeable 
future is— 


1. An ample and expansible domestic market exists for the protein meal 
fraction of the soybean. 


2. There is a limited dollar export market for soybean oil and other edible 
oils and fats. 
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8. Exports of soybeans as such are limited by protein-meal requirements 
in importing areas. 

4. Domestic consumption of edible oils and fats expands only as population 
increases. Per capita consumption remains constant. 

It is obvious, therefore that soybean farmers and processors as well as Gov- 
ernment officials charged with price support responsibilities must look abroad 
for oil markets primarily in areas where dollar exchange is not available. 

The problem of maintaining and expanding United States soybeans produc- 
tion is, therefore, a very simple one of marketing a relatively small quantity of 
oil. 

This has been conclusively demonstrated during the past 2 crop years. During 
each of these years with record United States supplies of edible oils and fats, a 
relatively small quantity has been financed for export under Public Law 480. 
The net result has been to maintain cottonseed and soybean farm prices near 
or above price support. It has moved this farm production through commercial 
channels. The beneficial effects of the Public Law 480 financing relieved CCC 
of all cottonseed price support operations and minimized price support operations 
for soybeans. 

Not to be overlooked is the beneficial effect upon the market price for lard 
and in turn hogs. 

A vast expansible market exists for vegetable oils and for fats in areas where 
the sole problems is one of dollar exchange. 

For example, data in the study, Postwar Development of Agricultural Pro- 
duction and Food Consumption in Western Europe (FAS—M-7) published by the 
United States Department of Agriculture in June 1956 indicates that if fat 
consumption in a few Mediterranean countries were raised to the levels of 
northern Europe, an additional 1.5 billion pounds per annum would be required. 
Other areas of the world offer equal, if not larger, potentials for United States 
oils and fats production as living standards improve. 

The National Soybean Processors Association wholeheartedly supports the 
operations of Public Law 480 in financing exports of all oils and fats. 

The financing of oils and fats exports under Public Law 480 has: 

1. Maintained the price of soybeans to United States farmers generally 
above support. 

2. Made available needed protein feeds at reasonable prices. 

3. Halted the inroads which synthetic urea was making in the farmers 
protein feed market. 

4. Prevented the accumulation of large quantities of soybeans in Gov- 
ernment hands with attendant disruptions in the market place. 

5. Exported the relatively small quantity of surplus oil entirely through 
commercial channels of trade. Under Public Law 480 the buyer abroad 
buys as a businessman merchandising to the ultimate consumer. 

6. Provided oils and fats to meet real human needs in friendly countries. 

7. Served as a valuable arm of United States foreign policy. 

8. Replaced dollar appropriations which otherwise would have been 
required. 

The alternative to this type of export financing is the accumulation of soy- 
bean stocks in Government inventory to depress and disrupt product markets 
and farm prices (as well as price-supporting programs) in future years, 

The use of Public Law 480 financing has served well the purpose of using 
productive capacity not needed now in feeding and clothing our own population 
to feed and clothe friendly people abroad. As stated recently by a high official 
in USDA “We have found ways to split certain products between domestic and 
export use—one example is soybean meal remaining here, soybean oil being 
exported; * * *” ; 

Farm income has been tremendously benefited by the exports of edible oils 
and fats under Public Law 480. 

It is pertinent to note that each 1 cent per pound increase in the price of 
crude soybean oil is equivalent to 11 cents a bushel of soybeans. Each 1 cent 
per pound increase in the season average price for ¢rude soybean oil increases 
farm income from soybeans by roughly $50 million per annum. 

And, increased farm income accrues from the higher price of lard and cotton- 
seed oil, the other two major domestic edible items. In addition, farm income 
is improved by resulting higher prices for both the other edible oil and fat 
production and the inedible oil and fat production. 

Thus, each 1 cent a pound increase in oils and fats price levels really adds over 
$150 million to total farm income. 
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The total domestic production of all oils and fats is now over 15 billion pounds 
per annum in terms of oil. The export financing since Public Law 480 opera- 


tions began have given support in the market place to between 40 and 50 billion 
pounds of oils and fats. 


In addition to the apparently unlimited market for oils and fats in countries 
where dollar exchange is not available, another large market exists for relief 
feeding abroad. Various charitable organizations carry on relief feeding abroad, 
but under present legislation, their activities have been restricted largely to 
those items which are actually in CCC inventory. These organizations supply 
needed food to 50 million or more people abroad. 

We understand these charitable organizations have requested that oils and 
fats be made available for their feeding programs to supply this vitally im- 
portant element of human nutrition and provide more balanced diets for their 
relief feeding. 

Aside from the charitable humanitarian aspects, the inclusion of fats in relief 
packages would be good advertising for the American farmer. Measured by 
commercial criteria alone, these small packages of margarine, salad oil, and 
shortening would dramatize the quality and availability of these farm products 
and serve as an advertisement for future market development. 

It is our recommendation that arrangements be made so that when edible oils 


and fats are in surplus they can be supplied for this worthwhile purpose even 
though not physically in CCC inventory. 


Public Law 480 is the best answer yet devised to move surpluses into human 
consumption from the United States farm plant. Continued proper adminis- 
tration of this legislation should be a powerful factor in shifting United States 


farm production to soybeans and other items for which markets are more 
readily available. 


It is our recommendation that the Public Law 480 program be continued and 
expanded as necessary to continue the desirable results outlined above. 

Senat ’ rEY. The next witness will b suben L. Johnson, 
Senator Humpurey. The next witness will be Reuben L. Johnsor 
Jr., assistant coordinator of legislative services, National Farmers 

Union. 
How do you do, Mr. Johnson. Very happy to see you. 


STATEMENT OF REUBEN L. JOHNSON, JR., ASSISTANT COORDINATUK 
OF LEGISLATIVE SERVICES, NATIONAL FARMERS UNION 


Mr. Jounson. I am very glad to have an opportunity to appear 
before the committee, Senator Humphrey. I have a fairly brief 
statement—— 

Senator Humpurey. You proceed as you would like, sir. 

Mr. Jounson. Which I would like to present to you. 

It is my privilege to appear before the committee on behalf of our 

national president, Mr. James G. Patton, and the 750,000 voting 
members of the National Farmers Union, concerning stepping up the 
use of United States food and fiber abroad. 
We want to express our appreciation for this further study of 
ways and means to improve our foreign policy through increased use 
of our abundant food and fiber. We are grateful, Senator Humphrey, 
for your special interest in this subject and the storehouse of knowl- 
edge you bring to the hearing out of your work in the United Nations 
Assembly as a member of the United States delegation and asa result 
of your recent timely visit to the Middle East. 

We are fully aware, also, of the special interest Senator Allen 
Ellender has in the subjec t of this hearing. 

Senator Humpnrey. May I just add I am extremely grateful here 
for the very special, cooperative, and long-term interest of Senator 
Aiken, who has been with me day after day sitting through these 
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hearings. I mean that quite sincerely. It gets to be kind of a lone- 
some project unless you have a little help. 

Mr. Jounson. I too have noted Senator Aiken’s appearance. 

Senator Arken. You have to.be interested in it too—— 

Senator Humpnrey. You bet you do. 

Senator Arken. To enjoy being here day after day. 

Mr. Jounson. I think his presence here is evidence of his interest 
in the subject of this hearing. 

Having three members ‘of the Senate Agriculture and Forestry 
Committee who are also members of the Senate Foreign Relations 
Committee provides for exchanges of information in the interest of 
both committees. We feel sure that this tie-in has been of great value 
in establishing the need for and passage of such legislation as Public 
Law 480 and section 402 of the Mutual Security Act. 

Because of the close working relationship of these two committees, 
we feel that Public Law 480 and section 402 of the Mutual Security 
Act were approved by the Senate with consideration being given to 
the favorable contribution made to our overall foreign policy. These 
laws are not viewed shortsightedly by informed members of the Sen- 
ate at this time as merely the means to a food and fiber disposal pro- 
gram. 

It is true that in the early stages of the development of Public Law 
480 it was looked upon as a surplus removal program. But as we in 
National Farmers Union look at Public Law 480 today, we see in it 
a new concept in the conduct of our foreign policy. 

Today, Public Law 480 is a foreign policy program, not funda- 
mentally a farm policy program. This fact has become almost uni- 
versally accepted. For example, the agriculture committee of the 
National Planning Association recently made the following state- 
ment: 


The use of agricultural surpluses to strengthen the economies of underdevel- 
oped countries can be an important long-range element of our foreign policy. 

We have not anywhere near fully used our abundance of food and 
fiber as an integral part of our general foreign economic assistance pro- 
gram. And only limited qu: antities of food and fiber have been used 
under section 402 of the Mutual Security Act to further foreign policy 
and defense objectives of the United States—limited amounts, that is, 
in terms of the quantities which might be used. 

The Senate Foreign Relations Committee, for example, has con- 
sistently sought greater use of our food and fiber abundance under 
this section. This year is no exception. The administration asked 
that $175 million of mutual security funds be earmarked to finance 
the export and sale of United States food and fiber for foreign cur- 
rency in fiscal 1958. However, the action of this committee resulted 
in increasing earmarked funds to $200 million. This action was sus- 
tained on the Senate floor. 

Senator Humpnrery. I notice you say the action very fortunately 
was sustained on the Senate floor. I think both Senator Aiken and I 
joined in the Senate Committee on Foreign Relations to get that 
nore up to $200 million, feeling that we ought to continue to use it. 

I am disturbed about one development w hich I want to mention here 
publicly. I heard that in the House, one of the House Members, I 
believe Congressman Rooney, had sponsored an amendment that 
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knocked out our Public Law 480 funds—soft currencies—for the use 
of our book translation and library program. I hope that that is not 
the case. 

Senator ArkeN. Was that not restored ? 

Senator Humpurey. Well, as I understood it, the Public Law 480 
extension bill as it passed the House had that amendment. 

Off the record. 

(Discussion off the record.) 

Senator Humpnrey. I want to correct the record that it was not 
knocked out. 

Mr. Jounson. I have only read the summary in the back of the 
Congressional Record, in some work I have been doing to acquaint 
our membership with the action of the House, but the summary of 
the Congressional Record did not refer to this money being eliminated. 

Senator Humpnrey. Good. 

Senator Arken. I do not think it was eliminated. I think it is in 
there. I just got it last night and I read it hurriedly. 

I would like to say to Mr. Johnson something relative to this 
section 402 of the Mutual Security Act. The Department asked for 
$175 million this year. Senator Humphrey and I objected to that 
and got it boosted in committee to $250 million. Then we realized 
the reason they asked for less was because of the shift over to the 
development loan fund, which reduced the amount they had to work 
on from about a billion three or four hundred million last year down 
to something like 800 million this year. So the percentage of com- 
modities that will have to be used is a little higher than it was last 
year. 

I think they can move the $200 million. 

Senator Humpnrey. Easily. 

Mr. JouHnson. I see no reason why they cannot move this. 

And having witnessed the action of the Senate Foreign Relations 
Committee in the past in raising these funds from the amount that 
they requested, I feel sure that they might have anticipated that you 
would again move to increase. 

Senator AIKEN. We put the percentage of commodities they have to 
use a little higher than it was last year. 

Mr. Jonmnson. We are very appreciative of the effort, Senator 
Humphrey, that you and Senator Aiken have gone to to see that 
we did use a substantial amount of food under section 402. 

We mention later that this use of food is actually a substitute 
for United States dollars. 

These two examples of interest in expanding our food and fiber uses 
abroad serve to illustrate that our abundant food and fiber have be- 
come, in fact, instruments of our foreign policy and that they can be 
used to a much greater extent in the future. 

We are disturbed at statements made recently by officials of the 
Department of Agriculture who have asserted that the Public Law 
480 program is nothing more than a farm surplus disposal program 
and, as such, is only a temporary program. Apparently the Depart- 
ment of Agriculture has failed to grasp the significant part that 
expanded use of food can play in the kind of economic development, 
military aid, and technical assistance programs conceived in Public 
Law 480 and the Mutual Security Act. We do not concur with the 
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attitude expressed by Assistant Secretary of Agriculture Butz before 
your committee that this program should be continued only so long 
as needed to dispose of stocks owned by the Commodity Credit Cor- 
poration. 

We do not concur with a contemporary farm organization—the 
Farm Bureau—that the Public Law 480 program should be ended 
on June 30, 1959. On the other hand, we feel that our food and 
fiber are just as important as our dollars in the conduct of the Nation’s 
foreign assistance programs and that Public Law 480 should be made 
a permanent, long-term part of our Nation’s foreign policy. 

It is a matter of conviction with us that it is morally wrong to 
permit starvation and malnutrition to exist anywhere in the world 
if there is productive capacity to fill the need. We are convinced 
that the justification of our view, and those who may share it, is 
grounded in fundamental humanitarian considerations inherently 
subscribed to by the citizens of this Nation. 

Moreover, we are convinced that at least gradually rising standards 
of income, diet, and nutrition are a basic essential to political stability 
in nations attempting to maintain representative democratic govern- 
ments. To do this requires an ample supply of food and fiber to pre- 
vent inflation during the period of rapid capital investment that is so 
essential to expanding economic growth in the developing nations. 

These concepts, we feel, are important in the conduct of our foreign 
policy to promote and encourage democratic institutions and govern- 
ments in those areas of the world just beginning their economic 
development: 

Additional food and fiber to permit an increasing per person con- 
sumption standard is basic to needed capital accumulation and indus- 
trial development under free and democratic institutions. To force 
industrial development in a country where the working population is 
caught in a Malthusian cycle of scare food and poverty is to force on 
the country totalitanian methods of enforcing the capital accumula- 
tion required for such development. This is the Communist approach. 

The other side of the coin is the breaking of the Malthusian cycle of 
poverty, establishment, and growth of democratic institutions provid- 
ing the underpinning required for industrial development. In this 
process both food and capital from outside a developing country are 
needed. 

Senator Humrurey. I would just like to interrupt there, Mr. John- 
son, to say the point you are making here needs to be underscored not 
only in the context of this hearing but all over in anything that we do. 

There is a feeling that somehow or another we ean compete with 
these totalitarian societies without doing too much. The truth is 
that they can prevent inflation if they have to by the use of the bayonet. 
They just force people to do things. And they can accumulate capital 
because they take it away from people for purposes of planning. And 
they can redesign their society if need be, because if anybody gets in 
the way, they just mow them down. 

Now, our reply to this must be the utilization of what resources 
we have and to use them abundantly and to use them intelligently. 

Therefore, I do feel, as you indicated, that a food and fiber program, 
a policy program on food and fiber, is very fundamental. Other- 
wise, you might just as well toss in the sponge early. 
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And I think this is what the Indians are finding out right now in 
the contest between the philosophies governing India and China. 
In a sense, India has a much more developed country than China, 
and yet India’s trade balance today is off approximately $500 million. 
She’s running at a terrible deficit. And unless she is able to do some- 
thing this coming year or two, more than she has done, she is going 
to be in a serious plight. 

This does not mean that the Communists are not in a plight. But 
when they get in one, they just eliminate the “plighters”—regrettably, 
but they do it. 

Mr. Jounson. That is a very excellent statement, Senator Hum- 
phrey, and we agree with you completely. 

Believing as we do in government of the people, for the people, and 
by the people, we in the United States have an important stake in pro- 
moting and encouraging the conditions that make representative gov- 
ernment possible in “all areas of the world where it is within our re- 
sources and persuasive capabilities to do so. 

We submit that, with vision and imagination we should be able to 
use our food and fiber as the kind of an asset it potentially is to assist 
in building the economies of developing nations, in defending the free 
world, and in conv eying the interest and concern of U nited States 
citizens for their neighbors i in other nations. 

The United States must learn to live asa good neighbor in the com- 
munity of nations—not as a reluctant but demanding “Big Brother.” 

State Department witnesses would not state for the record in hear- 
ings before the Senate Foreign Relations Committee any foreseeable 
date when, in their considered opinion, the United States would not 
find it necessary to participate financially in foreign economic devel- 
a programs. Under the circumstances, there i is justification for 
long-range planning for using Public Law 480 as an instrument of 
our for eign policy. 

We have the productive capacity to meet steadily on an annual basis 
the marginal requirements for food and fiber to buttress our foreign 
policy programs. In fact, the United States has unfortunately al- 
lowed itself temporarily to become embarrassed by an ample supply 
of food and fiber and the capacity to produce it. 

Under Public Law 480, the United States is using food and fiber in 
ways that are more effective than United States dollars would be in 
the conduct of our foreign-aid programs. Consequently, as long as 
foreign economic-aid programs are justified at all, there is ample justi- 
fication for continuation of Public Law 480. 

Selling our supplies for local currencies and using the currencies as 
loans—or grants—for economic aid serves the dual } purpose of speed- 
ing economic development and increasing the supplies of food and 
fiber in needy countries, thus preventing the inflation that might 
otherwise result from rapid capital investment. 

Much of the cost of many development projects—roads, dams, irri- 
gation projects, schools, et cetera—is for labor and locally produced 
materi: als and equipment which can and should be paid for with local 
currencies; and in most of the underdeveloped countries supplies of 
food and fiber are woefully inadequate. 

One of the greatest underlying needs of all of the lesser developed 
countries is more and better schools, with programs of general and 















448 POLICIES AND OPERATIONS 


vocational education. Most of the people in these countries are illit- 
erate and unskilled. The local currency can be used to build schools, 
to train teachers and pay their salaries. The food and fiber can be 
used to give a better diet and better clothing to those attending schools 
at all levels. 

In many of the lesser developed nations parents would be forced to 
keep their children at home to work in the rice paddies for their indi- 
vidual sustenance, even if free schools were provided. 

Food and fiber is the greatest of assets under these conditions be- 
cause it permits attendance at school and vocational training in im- 
proved agricultural methods. Enlarging and improving the educa- 
tional systems in these countries is a longtime process and aid for this 
purpose would need to be on a continuing basis, the same as will the 
other kinds of economic development loans provided for in the Mu- 
tual Security Act, as approved by the Senate. 

Senator Humpnrey. You will be interested to know one of the wit- 
nesses here the other day from the voluntary agencies brought this 
very point to our attention—of how some of ‘these soft currencies, if 
used for the payment of teachers in these countries, could make a 
tremendous impact. I have forgetten which one it was. But we had 
the religious groups here and some of the nonsectarian groups, and 
their emphasis was placed upon this. 

I happen to personally believe there is much more that can be 
done through the voluntary agencies than is presently being done. 

Mr. Jonnson. Yes. 

Senator Humpnrry. I have a feeling that in many areas of the 
world where Government cannot reach in and be helpful, voluntary 
groups can. And they come in without the so-called taint of Gov- 
ernment. They come in with American standards and American ideals 
but, yet, not in a political way. They come in in a friendly and per- 
son-to-person manner. 

Mr. Jonnson. Yes: I agree with you, Senator Humphrey. IT think 
the voluntary agencies could be used to assist with the distributing 
of the food that we make in the form of grants for famine relief more 
than they have done in the past, as well as for the program that has 
been carried on where they provide for assistance to needy people. 

Special food and fiber distribution programs are needed to insure 
that the supplies represent additional consumption and that they do 
not unfavorably influence other imports or prices received by local 
producers. The governments of many countries do not have the knowl- 
edge or experience needed to develop and administer such programs. 
Technical assistance in planning and administering programs for dis- 
tributing the food and fiber, as well as assistance in planning and 
administering educational and economic development projects, is 
needed. 

Long-term loans, rather than grants for programs involving eco- 
nomic development, are desirable where the receiving country prefers 
a loan and where repayment would not slow down the rate of economic 
growth. However, grant authority is needed to aid countries where 
repayment of the full amount would slow down the rate of develop- 
ment. 

For example, a number of years are required for programs of gen- 
eral and vocational education to bring general increases in produc- 
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tion and national income. Grants for at least part of the aid for edu- 
cation would enable many developing nations to enlarge and improve 
their educational systems more rapidly than they otherwise would be 
able to afford. 

Donations to voluntary relief agencies for distribution abroad sup- 
plement the diets of those in greatest need of more and better food. 
In this connection, we endorse the testimony of representatives of vol- 
untary agencies presented to the committee on June 20. The agen- 
cies or their representatives usually supervise the distribution down 
to the ultimate consumer. Many of them conduct or help support 
schools, hospitals, child-care centers and similar institutions in the 
receiving countries and much of the donated food is used in these 
institutions. 

The donations are welcomed by recipients and by their govern- 
ments. The program has not aroused the fears of other exporting 
countries, and it has popular support here in the United States. It 
should be an integral part of the continuing program. Some of the 
local currencies accruing from sales might be made available to the 
voluntary agencies for use in self- help - projects to assist the recip- 
ients to become self-supporting. 

Senator Humpnurey. I hope we can do something about this. I was 
very much impressed with the testimony the other day on this self- 
help project system that the voluntary agencies are working out. 

‘hey are so capable. They get so much for the dollars that they spend 
and for the work that they ‘do. 

Senator Arken. I think there is a question of mechanics there. 
I think that we would get into trouble if we undertook to allocate for- 
eign currency to them. However, if there is a specific job to be done, 
it would be entirely possible to contract with the voluntary agencies 
to do it. 

Senator Humrnrey. That is the point. 

Senator Aiken. That is where the trouble could conceivably come 
up with some of our American schools in foreign countries, and when 
you look around, you find there are an awful lot of them. 

But I think we could use them more for contracting purposes to do 
a job just as we arranged with CARE 

Senator Humenrey. Exactly. 

Senator Arken. To distribute food in Yugoslavia. They did an 
excellent job; in fact, they turned the tide in Yugoslavia I would 








Senator Humpurey. Right. 

Senator A1ken. By the manner in which that job was done. 

Senator Humpurey. There was another suggestion made, Senator 
Aiken, some time ago—I have forgotten who made it—about a sort 
of capital fund for ‘voluntary agencies into which a number of par- 
ticipants would put these soft currencies or other funds and it would 
not be a government fund as such. The United States Government 
could participate in it, but it would have its own board of directors, so 
to speak. 

I remember who it was. It was the Armstrong report. 

Senator Arken. It might possibly be done. There are a lot of ways 


todoit. The trouble is to find the bugs i in each method and see if they 
can be routed out. 
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In east Africa I think that the local governments make contribu- 
tions to private institutions there. 

Mr. Jounson. I am very glad that you are giving consideration to 
this as a possible means of using soft currencies, Senator Humphrey, 
because it seems to me as we begin to get repayments from some of 
the loans made under the loan development fund—assuming that it 
will be approved by the House and will become law—that we are 
going to begin to build up our holdings of soft currency. 

Now, we have rather sizable holdings at the moment of soft cur- 
rency. And I visited with an official of ICA the other day, and he 
assures me that the soft currency we have now and that we expect to 
get for 10 or 12 months in the future has been budgeted, that there is 
a definite use for it, and that we do not have any problem at the mo- 
ment. 

But it is conceivable as we go down the road that soft currency we 
will be receiving as payment for loans will accumulate and that we 
will need to seek prudent uses for it. 

Senator Arken. I had a visit this morning from some of the wit- 
nesses yesterday whom I could not hear relating to the loan of soft 
currency to American investors in other countries. 

Senator Humpnurey. Yes. 

Senator Arken. I had expressed the doubt that we had available 
25 percent of the for eign currency, because, as our witnesses before 
the Foreign Relations told us 

Mr. Jounson. That was yesterday. 

Senator Arken. A good share of the foreign currency which we 
have on hand and which we expect to take in in the next few months 
has been committed although the loans have not been processed. 

Senator Humpnurey. That is right. 

Senator ArkeN. Apparently the process of the loan program lags 
6 or 8 months behind the commitment. 

Senator Humpurey. Right. There is a timelag there. 

Senator Arken. So it is hard telling just what we have on hand 
that is available for any particular use. 

Mr. Jounson. We have already mentioned that grants for emerg- 
ency relief of famine and other disaster serve long-accepted humani- 
tarian purposes and hasten the recovery of distressed people and gov- 
ernments. I would like to add those grants should continue, and we 
ought to seek greater participation of the voluntary agencies as we 
pursue that phase of the program. 

Our organization supports gener ally the testimony presented to 
the committee by Justice C hambers and other witnesses interested in 
the barter provisions of Public Law 480, Barter provisions should 
be retained in the longer-term extension of the law. Methods of 
expediting transactions should be developed and CCC should be reim- 
bursed promptly for materials received under barter transactions. 
The possibility of more direct exchanges of United States food and 
fiber for strategic materials in underdeveloped countries should be 
explored. 

I would like to add too here at this point, Mr. Chairman, that we 
in National Farmers Union are very strong proponents of OTC, and 
we are very hopeful that this year we can have some favorable action 
by the Congress on OTC. And we look forward next year to the 
extension of the Reciprocal Trade Agreements Act. 











POLICIES AND OPERATIONS 451 


We certainly feel that in looking forward to this we should get 
favorable action by the Congress this year. 

Mr. Chairman, already cognizance is being given to the fact that 
accumulation of soft currencies by the United States as a result of 
Public Law 480 and section 402 programs could result in serious 

roblems in the years ahead. Statements to the effect that the “soft 
ioaine” made to developing nations will never be repaid are being 
circulated. In this connection, we should like to state briefly our 
views, 

First, we believe that these so-called soft loans will be repaid. 
Here in the United States we have seen soft loans made by the 
Reconstruction Finance Corporation in the business and industrial 
sector of our economy and by the Farmers’ Home Administration and 
the Rural Electrification Administration in the farm sector. So-called 
soft loans made by these agencies have been and are being repaid 
with interest. The losses have been negligible. 

Repayment of loans for economic aid received in the form of local 
currencies in the years ahead will reach substantial sums and care 
will be needed to avoid putting an undue strain on the economies of 
the borrowing countries. If the payments are not reloaned or other- 
wise utilized in the borrowing country, that country’s money supply 
may be reduced to the point that the purpose and objective of the loan 
cannot be achieved. Since economic development is a long-time proc- 
ess, this problem is almost certain to arise in the developing nations. 
We should be prepared to reloan a substantial portion of the repay- 
ments for further economic development projects. 

Foreign currency holdings of the United States in the years ahead 
should be kept to a minimum. This appears to be desirable for the 
following reasons: 

(1) Large holdings of foreign currencies by the United States may 
arouse fears of economic imperialism in newly independent countries. 

(2) The objective of assisting developing nations to raise standards 
of living and to develop economies can best be realized if we keep our 
foreign currency holdings at work. Attendant to this matter will be 
uncovering additional prudent uses for our foreign currency holdings 
which contribute to the objectives sought by participating countries. 

Establishment and maintenance of reserve stocks, particularly in 
countries with meager food supplies, should be part of a continuing 
program. Such food and fiber stocks could be drawn on immediately 
if disaster struck and could be used for other purposes as well. Some 
reserve supplies might be released in times of temporary shortages 
and rising prices to be replaced by further acquisitions from the 
United States, other exporting countries, or local production. Numer- 
ous problems will arise in connection with the establishment and 
administration of reserve food stocks in other nations for both the 
supplying and receiving nations. For example, storage facilities must 
be constructed, stocks will have to be rotated and managed carefully 
to prevent losses, and measures must be taken to release stocks so as 
to prevent adverse effect on local producers of food. 

Mr. Chairman, these problems can be solved. The benefits to be 
derived from these reserves justify, in our view, an international 
organization such as a World Food and Fiber Board. While the func- 
tions of such a Board are subject to negotiation between nations 
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participating in a reserve program, we see it as helping with such 
matters as (1) enlarging the number of exporting countries to partici- 
pate in a food and fiber reserve, (2) assisting in the establishment of 
regional reserves to serve two or more neighboring countries, (3) 
providing technical and administrative assistance in the establishment, 
management and use of national reserves, and (4) assisting with the 
problems attendant to the rotating of stocks. 

Mr. Chairman, in closing we want to stress again our support for 
a long-range Public Law 480-type program. In our testimony before 
the Senate and House Agriculture Committees, we supported a $2 
billion annual program through 1960. 

The most recent Wayne Darrow Washington Farmletter states that 
“top (Government) officials say $2 billion could be used in the next 
year if USDA is as active in pushing this program as in the past 
2 years.” The Farmletter indicates that countries other than India 
and Brazil want 3-year programs and that some countries want 2-year 
programs. This raises the question of whether we will have adequate 
funds next year for full-scale operation of the program. 

The Farmletter further states that “priorities will be necessary in 
programing for 1957-58. State Department already has established 
some priorities based on foreign policy.” 

The now contemplated 1957-58 Public Law 480 program is only 
half large enough. 

The long-time extension of a Public Law 480-type program is in 
the interest of all the citizens of the United States. Based on the 
analysis of the program by administration officials in hearings before 
Senate and House Agriculture Committees, it is clear that Public 
Law 480 has been of greater benefit to the country as a whole in the 
realm of foreign policy than an equal number of dollars spent in any 
other way. Public Law 480 is a vital part of our foreign policy, not 
basically a domestic United States farm program or surplus-dumping 
scheme. 

To be sure, a very high percentage of commodities moved were taken, 
in the past, directly from the stock of CCC. This fact accounts for 
farm prices being raised only slightly by the Public Law 480 program. 
But as we said at the outset, the program is primarily a foreign policy 
program that, fortunately, the abundant food and fiber supplies of 
this country have made possible. As such, the cost should be charged 
to the Nation as a whole and not solely to farmers and farm programs. 

Again we want to express our appreciation, Senator Humphrey, 
and to you, Senator Aiken, for the interest you and other members 
of the Senate Agriculture Committee are taking in the expanded 
use of our abundant food and fiber in the conduct of our Nation’s 
foreign policy and its intricate and intimate interrelationships with 
the attainment of the hopes, aspirations, and goals of the 22 million 
citizens who live and work on America’s farms, 

Senator Humenrey. Thank you very much, Mr. Johnson. I want to 
ask just this one question. Has your organization brought to the atten- 
tion of its membership the report that we published here on the effects 
of title I on farm prices, income and price-support programs, by 
Public Law 480? 

Mr. Jounson. Yes, we have, Senator Humphrey. Copies have been 
mailed to our State presidents and editors and others within our 
organization. 
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Senator Humpurey. I hope that your journal, your publication, 
has also made note of the statistical facts that were presented there 
because there is already a decided impact upon the price level to the 
good of the farm producer by Public Law 480—granted that in some 
programs and some commodities not so much as others. 

And as you properly noted, one of the reasons for that is we have 
been drawing primarily out of the Commodity Credit stocks, and until 
those stocks are drawn down pretty much you do not see much effect 
on price. 

Mr. JoHnson. One of the reasons why I made this point is we do 
not want Public Law 480 to become in the eyes of the Congress, a sub- 
stitute for the kind of a farm program that we think is needed to 
maintain farm income in the Nation. 

We certainly agree that it has been of benefit to farmers of the 
country, and we think it is a program that has come to their aid 
though in more ways than just a means of getting markets. It is in 
the interest of their aspirations in developing the kind of peace in 
the world that farm people want. It has been a program that has 
aided all of our citizens, and farmers, of course, as citizens of the 
country have been benefited. 

We do hope that the program will be viewed favorably when it 
comes up again next year. 

Senator Humpnrey. Thank you very much. 

IT want to have made available for this record in the hearings the 
report to the Senate Foreign Relations Committee by the National 
Planning Association and also the report of the Armstrong report 
that I alluded to earlier. 

Both of those are excellent reports, and I think it might be well 
if we would examine any other of the committee studies that were 
made by Foreign Relations as it pertains to Public Law 480 so that 
we put this in one body of hearings. 

Senator Arken. Yes. The National Planning Commission had an 
excellent report. 

Senator Humpurey. A splendid study. 

Senator Arxen. Of Public Law 480. 

IT would say, Senator Humphrey, that the testimony that we have 
had on Public Law 480 indicates a wider area of agreement—— 

Senator Humpnrey. Exactly. 

Senator ArkEN. On Public Law 480 than almost any other legis- 
lation that has been enacted during recent years. . 

I am sure though that no one wants the work of Public Law 480 
to be stopped so long as there is a need for it, and, personally, I think 
there is need for it for quite a while. It is just a matter of mechanics. 
I do not believe we are going to get away from some kind of sub- 
sidization of exports for a long time, and it may turn out to be the 
most inexpensive form of farm program we have. 

Senator Humpnurery. I think you are right. 

Senator ArkeN, Certainly I do not go along with continually trying 
to find new methods of restricting production. I will go all the way 
to find new methods of expanding uses, and I believe that our farm 


organizations and a good share of the departmental people would 
subscribe to that theory. 


Senator Humenrey. And the public. 
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Senator Arxen. And the public. 

Senator Humpurey. I think the public has gotten to the point now 
where they want to see constructive use of our productive capacity 
rather than constantly telling somebody, “Look, you must quit, you 
must stop, you must limit, and if you do not we are going to punish 
you.” 

Senator Arxen. The public is far more willing to pay for distribu- 
tion and utilization of farm commodities than they are willing to 
pay for not producing them. 

Senator Humpurey. Absolutely. 

Senator ArkeNn. They just do not like that. 

Senator Humpnrey. Thank you very much, Mr. Johnson. I really 
appreciate your testimony. 

Mr. Jounson. Thank you very much, Senator. 

Senator Humenrey. All right. Mr. George M. Strayer, vice pres- 
ident, American Soybean Association. 

Is Mr. Strayer here? 

(No response. ) 

We will hold the record open for a statement by Mr. Strayer. He 
will not necessarily have to be here. 

Tomorrow’s hearing at the same hour in the same room will be 
attended by, as witnesses, Senator John Cooper, of Kentucky, Con- 
gressman Brooks Hays of Arkansas and Congresswoman Sullivan, 
of Missouri. I should add that we will open up the hearing to any 
and all other members of the Senate and House who would like to be 
heard on this subject. 

Senator Cooper wanted to testify in reference to the India program. 
I think we are very fortunate to have his observations. He nego- 
tiated, I think, some of those agreements. 

Senator Arken. Yes. 

Senator Humpnrey. And then Congressman Hays is going to give 
us an overall review as he sees it of Public Law 480. 

I understand Mr. Strayer is on his way over. He had been at the 
Department of Agriculture this morning. We will wait a few 
minutes for him. 

Mr. Whatley wants to be heard. He is always a welcome witness. 


STATEMENT OF DAVID WHATLEY 


Mr. Wuattey. I thought in this manner I would not trespass on 
the time of the two busiest Senators I know offhand. 

Senator Humrnrey. Give your name and address for the record. 

Mr. Wuattery. David Whatley, private citizen, lawyer, and real- 
estate broker, interested in this subject entirely from altruistic motives. 
I have worked on it for a number of years, lobbying in behalf of 
legislation in all three titles, particularly on title II and title ITI, 
with no compensation from any source, either directly or indirectly, 
in this matter. 

Senator Humpnurey. May I just say for the record, Mr. Whatley, 
that I have been impressed with your sense of civic devotion and civic 
duty. You have been a great help to a number of us in Congress. 

I have never asked you as to whether you had any sponsorship. 
You just came to me as an individual citizen with suggestions that 
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were constructive, and I want to pay tribute to you for your dili- 
gence, for what I consider to be your civic devotion. 

Mr. Wuattey. I am grateful for that, Senator. 

Senator Arxen. I think the United Nations children’s work owes 
a good deal to David Whatley. 

Senator Humpurey. I should say so. 

Senator Arken. For his vigilance over the past few years. 

Senator Humpurey. He is a vigilant one, I will tell you. 

Mr. Wuat ey. The question was raised about the provisions of the 
House bill relating to the use of foreign currency for the purposes 
specified under subsections 104 (h) and (i). May I point out— 
because this is pertinent to one of the points I wish to make—that the 
amendment does restrict the use for those purposes. Nevertheless, 
it is not an absolute impediment to their use. It merely requires that 
advance appropriations be made for them. 

I believe that could be worked out—perhaps not immediately, but 
in the next fiscal year. 

Senator Humenrey. You mean advance budgetary 

Mr. Wuattey. Actual appropriations in advance for those pur- 
poses, 

Senator Humrnrey. Appropriations of the soft currencies? 

Mr. Wuattey. Yes, sir. 

Senator Humprnurey. By the Congress ? 

Mr. Wuatiey. Those appropriations could be made even in this 
session of the Congress upon a supplemental request from the agencies 
concerned. 

I foresee that this philosophy of the Rooney amendment might 
well be extended to the whole bill next year. And I would hope that 
the executive department would be alert. to that: possibility. 

There was strong sentiment in the House this year to make the sec- 
tion 1415 apply to all of title I. And it would only be logical to 
extend it that way. 

The difference between those items which are reimbursable to 
CCC and those which are not reimbursable in advance to CCC is 
rather confused in philosophy, and I think reexamination of this 
policy by the executive branch and the legislative branch would be 
most appropriate at this time in the course of your study, with parti- 
cular attention to the disparity in the philosophy between the use of 
the foreign currencies for defense purposes under section 104 (c) 
which are not required under this proviso in section 104 to be appro- 
priated— 

Senator Humpnurey. We are familiar with that. 

Mr. Wuattey. In advance, but in the case of grants for economic 
development are, except in those few isolated instances where the 
President has waived the requirement of section 1415, which he has 
done in only two instances, one a small program in Greece, $414 
million, and secondly a small portion of the overall 3-year Seer 
for India which I understand was the differential between the CCC 
costs for those commodities and the price in India at the time. That 
was a factor in negotiating the deal with India. 

I would like to suggest in that connection that there be an item in 
the mutual security appropriation bill this year which has already 
been authorized in the Public Law 480 for reimbursing CCC for ail 
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of these costs for grants under title I, giving a particular amount for 
grants for military assistance and a particular amount for grants for 
economic development. 

I believe that the grants for economic development should be 
broadened not only from the standpoint of expediting the disposal of 
commodities but from our own national interest. 

As Mr. Johnson has pointed out, the timelag there would be 
shortened, particularly in development projects, if grants could be 
made. 

Secondly, there are many cases, I think, though I cannot prove it, 
where recipient governments would agree to purchase with their 
foreign currencies a larger amount of our surplus commodities if 
grants could be made rather than loans of the foreign currencies, 
particularly in those countries such as India and Pakistan that have 
such enormous external indebtedness already, particularly to our Ex- 
port-Import Bank and to the World Bank, that they do not feel justi- 
fied in expanding their external indebtedness over a long period of 
time and paying the interest cost on it. 

In that connection, may I quote what Mr. Christian Sonne told me 
after testifying before your committee on his NPA report, in which 
he pointed out the desirability of making loans rather than grants. 
He said he intended that recommendation to apply to dollar loans, 
not to loans for foreign currencies. He questioned whether we had 
any eventual use for the tremendous amounts of foreign currencies 
that are acer uing under the loan program, section 104 (g), and whether 
or not it would be eventu: illy in our national interest or even in the 
interest of the foreign countries for us to continue to hold such large 
holdings of those. 

Secondly, may I urge your committee to give consideration to the 
possible broadening of the use of title II. In my opinion there is 
a tremendous opportunity for expansion of our surplus disposal 
program, and, next to the operations of the voluntary agencies, I can 
think of no other foreign aid operation that enhances the good will 
for America abroad as in title II operations, which, as you know, 
have been primarily related to disaster situations. 

However, last year the Congress adopted an amendment to title TJ 
adding two words—“or extraordinary”—to the language, which was 
designed to assist refugees who were in a continuing state of need, 
such as those in Hong Kong, South Korea, and the Arab refugees. 

That has been used so far only, to my knowledge, in the case of the 
Hungarian refugees, where I think the committee, upon investigation, 
would wish to commend the ICA for.its imagination in using title II 
in the manner in which it did. 

Senator Humpnrey. For the Hungarian refugees? 

Mr. Wuattey. They allocated $13 600,000 worth of commodities to 
Austria, who did not need the commodities, permitted Austria to sell 
them in the open market and use the proceeds of the sales for relief 
and rehabilitation of the refugees. 

That type of undertaking could work, in my opinion, amongst the 
Arab refugees—on a Government to Government basis, United States 
to Jordan, we will say, in addition to our continuing program of 


relief and rehabilitation under the United Nations Relief and Works 
Agency. 
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I think it has great possibilities for furthering our foreign policy 
in that area and increasing the food intake of Arab refugees, which, 
to my knowledge, now does not exceed 10 cents per day, including the 
contributions of the voluntary agencies in that area 

I have other points, but I will submit them for the record if I may, 
Mr. Chairman. 

Senator Humenrey. Mr. Whatley, thank you very much. As I 
recall, the words “extraordinary circumstances” were your words, a 
suggested amendment to some of us 

Mr. Wuattey. Yes, but, unfortunately, not enough legislative his- 
tory was made on it for the executive department to understand that 
Congress intended this substantial broadening of the authority. 

Senator Humrurey. You are helping to build it right now. 

Mr. Wuat ey. I thank you very much. 

Senator Humrnurey. Thank you very much. 

Mr. Strayer, we were afraid you had strayed away from us here. 
We are glad to have you here. You go right ahead. You are with 
the American Soybean Association and you are from Hudson, Iowa? 





STATEMENT OF GEORGE M. STRAYER, VICE PRESIDENT, AMERICAN 
SOYBEAN ASSOCIATION, HUDSON, IOWA 


Mr. Srrayer. Right, sir. 

First of all, I apologize for being late. There are too many things 
going on in Washington on the same day. 

Senator Humpnrey. We know. 

Mr. Srrayer. The American Soybean Association I represent is a 
growers’ organization, a nationwide organization of soybean pro- 
ducers. 

We are very much interested in the many ramifications of Public 
Law 480 even though soybeans themselves are not on the surplus 
commodity list and therefore have never been available for sale on 
Public Law 480. 

However, soybean oil, one of the two major commodities made from 
soybeans, is on the list of so- called surplus commodities, and there 
have been considerable sales of soybean oil under Public Law 480 to 
the friendly nations. 

I would like the opportunity to submit a written statement at a later 
date. 

Senator Humpnrey. Yes, sir. 

Mr. Srrayer. But 1 would like to tell you briefly of our great in- 
terest in this bill even though we are not directly concerned ‘with the 
exportation of soybeans under it. 

Soybeans are an eee al crop in that they have been the cushion 
during these periods of readjustment in the Corn Belt, and much of 
the acreage taken out of corn, some of the acreage taken out of cot- 
ton, some of the acreage taken out of wheat has gone into the soybean 
crop. 

We came out of the war with about a 180-million bushel annual 
production of soybeans, and we have now pushed that up to a 1956 
production of 456 million bushels, 

If it had not been for the soybean crop, we would have had prob- 
lems which are much greater than those which we have had in the 
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Midwest and Midsouth areas, because much of the acreage which 
has come out of these other crops has gone into the soybean crop. 

We have now reached the place in the United States where our pro- 
duction of fats and oils is greater than our consumption within our 
own Nation. We have not yet reached the place where the production 
of oilseed meal or protein meal is equal to our potential needs for 
economic livestock production. We can use even greater quantities 
of meal, protein meal, than are being produced today through the 
medium of flaxseed or linseed meal, soybean meal from soybeans, and 
cottonseed meal from cottonseed crushing. 

So that the problem of the soybean industry is one of disposal of 
the oil, not of the meal. We are above our domestic needs in oil pro- 
duction. We are below our domestic needs in protein production even 
today. 

At the same time, there are many countries of the world where fats 
and oils are in demand and where there are insufficient supplies of 
them, as you gentlemen well know. 

So that the function which Public Law 480 has played in the soy- 
bean industry is one of assisting in developing of markets for oil 
which we are producing beyond our own needs. 

Senator Humpurey. By the way, Mr. Strayer, is it not true that all 
of these fats and oils, whether they are vegetable oils or animal fats, 
are interrelated in terms of the market price conditions? For ex- 
ample, if you export a substantial amount of lard it has a tendency to 
affect the price 

Mr. Srrayer. Definitely. 

Senator Humpurey. Of vegetable oils, or vice versa ? 

Mr. Srrarer. We regard all edible oils as being interchangeable or 
largely interchangeable in their usage. And also the price structure 
between them is very much interrelated. 

We have taken the attitude that it was immaterial to us whether it 
was cottonseed oil, lard, or any other edible fat that was exported or 
consumed. To get any one of those commodities into world markets 
makes room for that much more of the other commodity. 

We have had the pleasure of conducting and the privilege of con- 
ducting a market development project on soybeans in Japan under 
Public Law 480, title I, section 104 (a) for approximately 114 years 
now. When the war ended, the United States was not an exporter of 
soybeans. From the 1956 crop it now appears that we will export ap- 
proximately 80 million bushels of American soybeans. The potential 
exports of American soybeans are far beyond present levels. 

I have been in Japan twice working in connection with our project 
ther e, a nd I have come to the cone lusion that there is a potential mar- 
ket in Japan for between 2 and 3 times the quantity of soybeans which 
we are exporting to that country from the United States at present. 

Senator Arken. In the form of beans? 

Mr. Srrayer. In the form of beans. 

Now, Japan is a country which consumed soybeans thousands of 
years before we knew about them in the United States. They have 
the facilities in Japan for making food products from soybe: ans. And 
practically every bushel or every ton of the soybeans that are going over 
there today are used for human food. It is a different situ: ation than 
it is here where the meal is used for livestock feeding. In Japan the 
meal and the oil are used for human consumption. 
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Senator Arken. If the Government absorbs, we'll say, a reasonable 
loss on the surplus oil, do you feel that the United States can then 
compete with any part of the world in the production of soybeans ? 

Mr. Srrayer. Yes. Several years ago I reached the conclusion that 
basically the United States can compete pricewise with most any por- 
tion of the world in the production of soybeans. 

Soybeans lend tinene yes to mechanical production methods. They 
take a minimum of hand labor. They replace these other crops and 
can be regarded as a second crop. Because there is no area in the 
United States where soybeans are the first crop. They are always a 
second crop which accompanies the major crop in that area. 

I am convinced that we can be competitive pricewise. 

And in the functions of our organization and in our contacts with 
the Department of Agriculture, strangely, we have over a period of 
years insisted that we wanted the support price on soybeans held at 
a level which was low enough so that we could be competitive price- 
wise in the world markets. Now, that has been in contrast with some 
of the other commodity groups, but it was our feeling that in a period 
of years when we were making these postwar adjustments soybeans 
offered a cash crop to the farmer which was a favorable one and that 
because of the competitive factor we had to be competitive pricewise 
if we were going to market in the world market. 

Senator Humpnrey. Actually your cash price was generally above 
support price? 

Mr. Srrayer. Yes, normally. 

Senator Humrurey. You were in a situation where your production 
was not quite as much as your demand? 

Mr. Srrayer. That is right. Up to the present time we have al- 
ways had someone waiting at the door for our products. 

Senator Humpnrey. Yes. 

Senator Aiken. You are in a similar situation to that of the dairy 
people. In order to produce enough dairy products for domestic con- 
sumption, we have to produce a surplus of powdered skim milk. 

Senator Humenrey. That is right. 

Senator A1ken. The Government buys the skim milk. That is the 
logical way of stabilizing the situation. 

Senator Humreurey. The best way to do it. 

Senator ArKEN. Just the same as assisting on the export of oil is 
a logical way of stabilizing what has become one of the four big export 
crops of the country. 

Mr. Srrayer. Yes. 

I would like to point out to you gentlemen that the Commodity 
Credit Corporation in all of the price-support enor on soybeans 
through the period of years has shown an actual cash profit from the 
transactions. There have been very few soybeans ever go into Com- 
modity Credit Corporation hands until this year, but in those cases 
where they have, they have been sold for more than the support price, 
and the Commodity Credit Corporation shows an actual profit at any 
time. 

Senator Aiken. How many went under CCC loan this year ? 

Mr. Srrayer. No definite figures this year. The takeover date on 
soybeans was May 31. But it appears that something like 40 million 
bushels was probably taken over under the purchase agreement and 
the loan. 
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Now, Commodity Credit Corporation has already disposed of ap- 
proximately 7 million bushels of those in period since May 31. 

Senator Arken. Domestically ? 

Mr. Srrayer. There are no restrictions. They may be purchased 
either for domestic consumption or for export. It is my understand- 
ing that the major portion of them have been purchased for domestic 
crushing up to this time. 

Senator Humpurey. Would it have been possible, had there been 
a more timely export program on soybean oil, to have maintained a 
higher market price which would have meant less takeover to the 
Government ? 

Mr. Srrayrer. Yes. We actually did not have a surplus of soybeans 
from the 1956 crop, and it was our contention way back in December 
and January that if a few rather simple steps had been taken on the 
moving of oil into world markets at that time, that we would have 
had no soybeans or no appreciable quantity of soybeans in Commodity 
Credit Corporation’s hands at the present time. 

Senator Humpnurey. That is what our people out home have told me. 

Mr. Srrayer. That is right. 

Senator Arken. Is there adequate crushing capacity in the United 
States at this time? 

Mr. Srrayer. Yes. 

Senator Arken. There is? 

Mr. Srrayer. Yes. 

Senator Arkren. Provided it is used evenly throughout the year ’ 

Mr. Srrayer. That is right. You cannot crush them all in 6 
months and sit idle for 6 months and crush the present production. 

Senator Arken. No. 

Senator Humpnrey. Our crushers were closed down out there for a 
while. 

Mr. Srrayer. There have been a number of plants. Because the 
price which the processor has received—and Mr. Roach will speak for 
the Soybean Council tomorrow, and I am not pretending to speak for 
them—but the price which the processor has been able to obtain from 
the sale of soybean oil and soybean meal has been at such a point that 
there have been times during this year when operations were unprofit- 
able, and at those times they have closed down for work on their 
plants, and they have not crushed at full capacity. _ , 

Senator Arxen. If the Government had stepped in a little quicker 
at that time, they could have operated constantly and probably there 
would not have been 30 or 40 million bushels to take over. 

Mr. Strayer. I think you are correct, Senator. 

Now, it is my belief that had they done some of the things which 
have been done in recent weeks.and months 3 or 4 months earlier they 
could have avoided the situation which has developed. 

Senator Arken. Well, that has always been one of the faults of 
Government. They do not step in quite quickly enough. 

Mr. Srrayer. Yes. 

Senator Arken. In the use of section 32 funds, for example, there 
have been times if they had gone in a couple of weeks earlier the result 
would have been far different. It is easier to go in and stop a market 
from dropping than it is to go in afterward and push it back up. 

Mr. Srrayer. That is right. 
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I would also like to point out that we are doing market development 
work in Japan, and we have hopes that through a period of years 
we are going to push the Japanese market on whole soybeans to 2 
or 3 times its present levels. We are participating in the Soybean 
Council of America, which Mr. Roach will discuss with you tomorrow, 
in trying to develop longtime markets for American soybean oil in the 
Mediterranean countries and in some of the northern European 
countries. 

Senator Humpurey. I ran across Mr. Roach in Spain. 

Mr. Srrayer. That is right; yes. 

Senator Humenrey. He was doing very well there. As a matter 
of fact, he had front-page stories. Every paper in Madrid had a pic- 
ture of Mr. Roach promoting soybeans. 

Mr. Srrayer. The world situation on fats and oils has changed in 
that before the war we were a large net importer of fats and oils. Now 
we are the world’s largest net exporter of fats and oils from the United 
States. 

Largely that has come about because of the greatly inereased soybean 
production in the United States and the production of oil from those 
soybeans. Up until recent years the United States has had no major 
experience in the exportation of fats and oils because we were im- 
porters rather than exporters. We have much to learn about the 
world oil markets. We are learning about them now, and I am firmly 
convinced, and our association is firmly convinced, that there is a 
potential market for much greater quantities of vegetable oil than we 
are now exporting into world markets. The need is there. 

Senator Arxen. Is there a wide variation in the fat content of the 
different varieties of soybeans ? 

Mr. Srrayer. The oil content of soybeans is influenced by two 
things—the first one variety, the second one the weather conditions 
under which it was grown. 

Senator Arken. Higher content in the dry season ? 

Mr. Strayer. The oil content will be higher in those seasons when 
you have a greater total amount of heat units. There is a correla- 
tion between the amount of heat during the production period and 
the oil content of the beans. In a relatively cold season you will have 
a relatively lower amount. 

Senator Arken. The more water the less oil in a cold, wet, season I 
would think. 

Mr. Srrayer. Even on moisture-free basis it still prevails. Fat, 


apparently, or oil, in oilseeds is apparently produced by sunlight and 
heat. 


Senator Arken. And there is a difference in variety ? 

Mr. Srrayer. Yes; there is. 

Senator ArkeN. Just the same as there is in cows? 

Mr. Srrayer. Right. 

Senator Humpurey. Have you heard of this Meals for Millions 
Foundation 

Mr. Srrayer. Yes, sir. 

Senator Humpurey. That is working in Japan, India, and other 
parts, I understand, of Asia ? 

Mr. Srrayer. Yes, sir; I know Mr. Chamberlain and Miss Rose of 
that organization. We have worked with them to some extent. We 
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have had much correspondence with them. They are producing a 
product which uses rather large quantities of soy protein for human 
feeding. 

Senator Humpnrey. That is right. I just had a note about that 
and also to the effect they cannot get any meal from the Commodity 
Credit Corporation for market development. 

Mr. Strayer. Up until the present time the Commodity Credit 
Corporation has had no surplus of soybeans, therefore no way of 
getting meal. 

Senator Humpnrey. Yes. 

Mr. Srrayer. And, of course, soybean meal as such is not on the 
surplus commodity list. 

Senator Humpnrey. It is the bean? 

Mr. Strayer. No; only the oil is on the list. 

Senator Humpurey. On the commodity list. But you may have 
beans on after takeover. 

Mr. Strayer. Right. 

Senator Humpnurey. I doubt it, but—— 

Mr. Strayer. I do too, but may be. 

Senator Humpurey. Very few if any. 

Mr. Srrayrr. We feel that the opportunities for market develop- 
ment work under section 104 (a) of Public Law 480 offer vast oppor- 
tunities to American agriculture, and we are making every attempt 
we can to use those to the greatest possible extent in building long- 
time markets. 

Senator Humpnrey. My assistant, Mr. Waters, was just telling me 
of some correspondence we had from some of the people back home 
in Minnesota. You know we have many competitive crops there. 

Mr. Strayer. I know. 

Senator Humpurey. And as the United States Senator representing 
Minnesota I have many varied interests. 

Mr. Srrayer. Yes. 

Senator Humpurey. One of our correspondents in the grain and 
feed business indicates this line of reasoning or argument: That there 
really is a surplus of meal, of soybean me: al, and that therefore the 
surplus of meal drives down the price of processed meal which under- 
sells corn which in turn causes corn prices to come down. 

Now. what is your reaction to that, Mr. Strayer? 

Mr. Srrayer. That perhaps is one way of looking at it. You can 
turn that around and look at it in another direction. In the produc- 
tion of soybeans you produce about 900 to 1,000 pounds of feedstuffs 
on the average acre. That soybean meal, after the oil is removed, 
contains about 44 to 48 percent protein, dependent upon the process 
which is used in production of it. 

You take that same acr and Minnesota is the 
second largest soybean production State 1 now—or in Jowa or any 
Corn Belt State and plant it to corn and you will produce several 
times that poundage of feedstuffs. 

Senator Humpnrey. In corn? 

Mr. STRAYER. In corn. You can feed 10 bushels of corn to live- 
stock and get back approximately a hundred 








pounds of abit Me you can feed about 6 bushels of corn, between 5 
and 6 bushels of corn and a hundred pounds of soy protein and get 
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back the same hndred pounds of pork because of the greater 
efficiency of feeding due to the addition of the protein in the diet. 

But when you figure out the total number of feed units which can 
be produced on a given acre or a given tract of land you will find that 
there are fewer feed units as such produced through an acre of soy- 
beans than there is through an acre of corn 

Now, if you would carry this thing to the extreme and say, “Let’s 

take 10 million acres out of corn and ‘put it into soybeans,” you would 
actually help to solve the oversupply of corn problem because you 
would a cutting down the total amount of feed units produced. 

Senator Humrurey. That is, of course, the argument made at home 
very often, and I think there is considerable validity to it as you have 
just indicated—that one of the ways to cut down on what is known as 
the ee of feed grains, which are all related or interrelated 

Mr. Srrayrer. Yes. 

Senator Humpurey. And, of course, the surplus of corn, is to divert 
to beans, to soybeans, w hich presently are more marketable, secondly 
have less feed ‘units per acre of production—— 

Mr. Srrayer. Right. 

Senator Humrnrey. Than corn and therefore requires more units 
or poundage to get the same amount of finished product. 

Mr. Strayer. Right. 

Senator Humpnrey. And therefore reducing the alternate supply of 
feed and at the same time giving you a very fine finished product 
because of the quality of the feed. 

Is there merit to that argument ¢ Q 

Mr. Srrayer. Yes, sir. There is definite merit to that argument. 

Senator Humrurey. Well, I will tell you I have a lot of smart 
people out in my State and they write to me and talk to me about these 
things until I sometimes must confess that it is rather difficult to know 
just where you start and stop as to the type of program that you ought 
to encourage. 

Mr. Srrayer. I would like to point out this: That soybean meal 
today is selling at not the lowest price in history but the lowest price 
at which it has sold since the war. It is at a price which is much more 
attractive to the livestock producer, and it is being used in greater 
quantities than it has been used at any time in our history. 

Senator Humpnrey. And thereby is supplanting corn as a feed? 

Mr. Srrayer. It is to a certain extent replacing corn—— 

Senator Humpnrey. That is right. 

Mr. Srrayer. In livestock-feeding operations. It is supplementing 
corn actually. Because, as I said before, a hundred pounds of soybean- 
oil meal or a mixed feed containing a high percent of soybean-oil meal 
fed with about 6 bushels of corn will do the same job which 10 bushels 
of corn would have done alone. 

Senator Humpnrey. What is the reaction of your producers to 
this price of soybean meal—this low price ¢ 

Mr. Srrayer. Most all of the soybean producers are also livestock 
producers, and as livestock producers they buy back soybean-oil meal 
either straight or in the form of mixed feeds, and I know of no 
Minnesota farmers who object to the relatively low-priced mixed feeds 
or low-priced soybean-oil meal. 
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Senator Humpurey. Nov, is it 70 percent of parity that we have 
as price support ? 

Mr. Srrayer. On soybeans today, yes. 

I think I am fair in saying that the average farmer who is a pro- 
ducer of soybeans is favorable to low- -priced soybean-oil meal be- 
cause he consumes it in farm operations. 

Senator Humenrey. Therefore, the Minnesota farmer in the main 
and most of these soybean producers would be more in favor of a 
kind of support program on oil which has a tendency to bring up 
the price of the bean in the market 

Mr. Srrayer. Right. 

Senator Humeurey. But at the same time to hold down at a rea- 
sonable price the processed meal ? 

Mr. Srrayer. Right. 

Senator Humpnrey. You get the advantages two ways. You get 
the advantages of a producer’s price for the bean 

Mr. Srrayer. Right. 

Senator Humpnrey. Because of your oil program, but you also, 
since the soybean producer is frequently a cattle feeder or a hog 
feeder 

Mr. Strayer. Or a hog feeder or a poultry feeder. 

Senator Humpnrey. Get an advantage of reasonably priced meal 
for the product he wishes to finish off. 

Mr. Srrayer. That is right. 

Senator Humpnurey. Not a bad idea. 

Mr. Srrayer. We have consistently said that we favored economic, 
relatively low prices on soybean-oil meal because the consumption of 
soybean-oil meal can be correlated directly with the price. wh len you 
have high-priced meal you have low consumption. When you have 
rel: atively low-priced meal you have high consumption of it. 

Senator Humenrey. Our dairy people use a lot of protein, soy- 
bean meal ? 

Mr. Strayer. Yes. 

Senator Humrurry. Is it not true if we export beans instead of 
oil in areas where there is really an oil deficit as well as maybe a 
meal deficit that we have a tendency to promote competition to our 
finished product? 

Mr. Srrayer. Right. 

Senator Humpnrey. Our dairy product? Our beef product? Our 
pork 4 man 

Mr. Strayer. We have taken this attitude: That it is not for us 
here in the United States to say to any specific country that “you 
should import meal” or “you should import soybeans.” If they have 
the crushing facilities and if they have the market for the soybean 
oil meal then we believe they should buy soybeans. If they do not 
have the crushing facilities or do not have the market for oil, then 
we would much prefer to see those soybeans crushed in the United 
States, the meal utilized in our economy, and the oil go into the 
export field. 

Senator Humpurey. And there is enough flexibility between these 
choices 














Mr. Srrayer. Yes. 
Senator Humpnrey. So that you can do both? 
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Mr. Srrayer. Countries like Japan, for instance, will not buy 
soybean oil from us. They have the facilities for crushing soybeans. 


They need the protein in their economy as human food, so they will 
buy soybeans. 


Senator Humphrey. Right. 

Mr. Srrayer. Germany “will buy soybeans up to the point where 
they have supplied their needs of protein meals. Then they may 
buy oil from us on occasion. 

In the Mediterranean countries they do not have the crushing facili- 
ties. They have no way of using the meal in any large quantity. 
They will be buyers of oil. 

Senator Humrnurey. But they are heavy oil users? 

Mr. Strayer. Yes. 

Senator Humpurey. And with great deficits? 

Mr. Srrayer. They are liquid o1] users as contrasted with hard oils 
or fats. 

Senator Humpurey. My little trip there indicated to me the tre- 
mendous pressure for oils—just tremendous. The governments are 
almost in an impossible situation if they cannot meet the oil needs. 

Mr. Strayer. Well, if the people in any given country do not get 
their supplies of oil there is trouble brewing, especially in countries 
such as the Mediterranean areas where they are large users. And 
they want liquid oils. They are accustomed to having them over long 
periods of time. 

Senator Humpurey. Mr. Strayer, do you have anything else? 

Mr. Srrayer. No, sir. I wanted to thank you for the opportunity 
of appearing before you. We feel, even though we are not reducing 
a commodity which in itself goes ‘into sales under Public Law 480, 
that the arrangements for market development work which accrue 
to our industry because of sales of other commodities are worth- 
while ones. We hope we are exporting them to the maximum. We 
think they offer American agriculture an opportunity to build long- 
time markets in other countries of the world for our commodities. 

Senator Humpnrey. Wonderful. 

Mr. Strayer. We are doing everything we can along that line. 

Senator Humpnrey. I want to commend your association and you, 
sir, as well as Mr. Roach’s group, on what I consider to be the most 
effective type of market promotion 

Mr. Srrayer. Thank you, sir. 

Senator Humpurey. And trade promotion. It has really been very 


impressive, from what I have seen, heard, and read, and I get your 
journal. 


Mr. Strayer. The Soybean Digest. 

Senator Humpurey. And it is very encouraging to see a commodity 
group really dig in to build these markets. And one of the areas of 
Public Law 480 that can be used to the long-term good of American 
agriculture is this market-development section. 

Mr. Srrayer. Right. 

Senator Humpnurey. And I think more emphasis needs to be placed 
on it. 

Mr. Srrayer. Ours was one of the first associations, trade groups 
to go into market development work. We are firmly convinced that 


it has great value. And we are enlarging our activities considerably 
at the present time. 
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Senator Humpnrey. Are you doing anything in Latin Americ: 
on it? 

Mr. Srrayer. Not at the present time. 

Senator Humpurey. Are you planning on moving into that area? 

Mr. Strayer. We are hopeful to move in this area and also some 
of the other Asiatic countries. Our facilities are somewhat limited. 
We thought it was wise to get some experience, to find out what we 
could and could not do, and not make too many mistakes as we went 
along. And now we are at the point where we are ready to enlarge 
over what we have been doing. 

Senator Humpnrey. I was just expressing interest here to my as- 
sociate, Mr. Logan, about market development on the part of our dairy 
sg 

Mr. Srrayer. Yes. 

Senator Humenrey. This reconstituted milk, the dried milk that we 
have, the powdered milk, has a great market usability overseas if 
developed. 

Mr. Srrayer. Right. 

Senator Humpnrey. And I was just asking whether our dairy 
groups are going to testify. And I hear they are going to submit a 
statement. I am going to encourage them to come in and testify, 
because I think Public Law 480 has a real long-term constructive 
good in it, particularly in this market-development area. 

Mr. Srrayer. Frankly, sir, I am amazed that some of the trade 
eroups and commodity organizations that have a great stake in these 
export markets have not done more than they have done up to the 
present time. 

Senator Humpurey. I am not only amazed; I am disappointed, to 
be very frank about it. And one of the reasons I wanted to hold 
these hearings was because I know we are now searching the whole 
countryside for better developments in farm program. Let’s face 
it. We must make some improvements, and we are going to make 
some changes. Now, the question is: Are they going to be good or 
bad ? 

And, as long as there is a whole world in which we can operate, I 
see no reason that we ought not to be looking it over. 

Mr. Srrayer. There are many, many hungry people in the world 
today. 

Senator Humpurey. There are some markets developing, too. 
Every time a new plant is established in a country, every time there 
is capital improvement, there is a new market made available. 

Mr. Strayer. Right. 

Senator Humpnurey. And somebody is going to get that market. 

Mr. Strayer. In our industry, we are now supplying 80 million 
bushels to a market which in 1949 took no American soybeans other 
than those purchased by the Army. 

Senator Humpnurey. That is right. And, as this census of live- 
stock goes up in the world, with your population pressures on the one 
hand and an increase in the animal population on the other hand, you 
are going to have a great need for feed grains 

Mr. Srrayer. Right. 

Senator Humpurey. And all kinds of processed feeds. Therefore, 
I am anxious to get our feed people in here to talk about market de- 
velopment. If they need a Senator to encourage them, I am going 
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todo it. But I think people have got to get off dead center and move 
into it. I have watched what you people have done. That is one of 
the reasons 1 wanted you here. 

Mr. Strayer. As Mr. Roach will tell you tomorrow, we put on 
exhibits in Verona and Palermo, Italy. 

Senator Humpurey. I heard about those. Terrific. 

Mr. Srrayrer. We were endeavoring to build the markets, not only 
for American soybeans but for American feed grains to go along 
with proteins. 

Senator Humpurey. We have enough money here that is available 
under this market-development portion of Public Law 480 to put 
on continuing exhibits and market development and promotion pro- 
grams in any area of the world for any American commodity that is 
in surplus where there is any association that is organized for the 
purpose of benefiting its members. 

Mr. Srrayrr. Mr. Garnett said in this meeting from which I just 
came less than an hour ago that less than half of the funds which 
are earmarked for market-development work today have been actually 
allocated to any project. 

Senator Humrnrey. I want to tell my farm friends that before I 
am going to be moved very much about new programs I am going to 
ask what they have been doing with the older ones. And I think 
these trade associations, these producers’ and processors’ associations, 
have an obligation to their membership. I am going to use you as an 
example, Mr. Strayer. We are not personal friends, and I do not 
think we have talked very much. 

Mr. Srrayer. That is right. 

Senator Humpnurey. But I say when I have watched what you have 
done with the Soybean Association I know much of it can be done 
with other associations if they will get in there and take advantage 
of this law. And I am putting this in the record for the purpose that 
all of those who examine it can know what I feel about this. 

I am on this Committee on Agriculture. I am interested in agri- 
culture. But I am not interested in just seeing that we do the same 
thing over and over again and not make any progress. I am not 
interested in arguing any more about all of our problems. I want 
to get some results. 

Mr. Srrayer. If I might digress just a moment, I would like to 
point out one other thing which, while it is not directly related to 
Public Law 480, I think has very definite bearing on our markets 
and on Public Law 480 market-development activities. I have done 
a good bit of traveling around the world in the last 7 or 8 years, and 
I have been amazed at times at the poor quality and, therefore, the 
poor receptiveness which our products have received in some of the 
markets. We have not taken the time which we should have in Amer- 
ican agriculture to learn the needs of the other markets and try to 
supply the needs of that market in the form in which those people 
want them. 

Senator Humpnrey. I hope you are stressing that point. 

Mr. Strayer. Weare. And we have changed the grading standard 
on American soybeans so our soybeans will comply and will meet with 
much better reception in the world markets. The Japanese buyers 
tell us that today they are receiving less than one-half as much foreign 
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material in American soybeans as they did before we changed the 
grading standards. And they are much more happy with American 
soybeans than they were before. 

Now, it has not meant too much to the American processor of beans. 
He knew what to expect, and he made allowances for it. But the 
foreign buyer who buys a commodity—and as we sell under our 
Federal grading standards on most commodities—has a right to expect 
a good quality product when he buys one which should be a good 
quality product. Not always have we delivered the quality which 
the buyer has wanted, and therefore we have caused some trouble in 
our marketing operations for American agricultural commodities. 

Senator Humpnrey. You know, we have spent, under the old Mar- 
shall plan and ECA and mutual security, millions of dollars to train 
Europeans, Latin Americans, and Asians how to market their products 
in the United States. I know of these programs. 

I know, for example, with Denmark, we had Danish business peo- 
ple come over here from the dairy industry, from the cheese industry, 
so that they could study how to package their cheese so it would be a 
salable item in the American market. 

You know, we Americans are peculiar people. We do not always 
care so much what is inside the package. It is how it is dressed up 
on the outside. Look at when you get a birthday present; it is two- 
thirds tinsel. We like that sort of thing. I am not complaining 
about it. It is just a fact. 

But, therefore, we had to teach the Danes how to put the glamor on 
the outside. They also put a good product on the inside, fortunately, 
but they had a lot of glamor outside. At first they did not do much 
of that. 

Would you not think that we would know that we cannot get people 
overseas to accept what is customary for us here? We have to go over 
and find out what is customary for them. 

Mr. Srrayer. Right. One very glaring example to me was in 1954. 
T was a member of the agricultural foreign trade mission which went 
into the European countries. We arrived in Austria and were told 
that just 10 days prior to our arrival there had been 1,000 tons of 
American lard brought into Austria and in the intervening period 600 
tons of it had been declared unfit for human consumption. It was 
in the warehouses. 

And they took us out to see this lard. We became very much 
interested in the thing. 

And we found there were a number of reasons for the disapproval 
of American lard by the Austrians, but, basically, to an Austrian, 
lard is a product to be spread on bread. 

Senator Humenrry. That is right. 

Mr. Strayer. He does not use it as we do. Therefore, he wants a 
lard which has a porky odor and a porky flavor. He does not want 
a pure white lard. He wants one that has some color so he can see it 
when he spreads it on this bread. 

The major factor in the whole picture causing the dissatisfaction 
with American lard was that there was no one who had been able to 
help the Austrians in writing specifications for the purchase of lard 
from the United States which would get them the type of lard they 
wanted for their economy. It was buying by government. It was 





POLICIES AND OPERATIONS 469 


a new group in government which was doing the buying. They did 
not have the experience. They had written specifications which they 
thought would get the commodity they wanted. 

Now, the pure white, bland lard which the American housewife 
likes is not the kind which they like over there. They received some 
of that good quality product by our standards, but by their standards 
it did not fit at all. 

Senator Humpnrey. Just like bread. You know, if you took Amer- 
ican bread and tried to sell it in some of the other countries I am 
afraid it would start some real trouble. May I say, vice versa, if 
we got some of theirs it would not go over so well. 

Off the record. 

(Remarks off the record.) 

Senator Humrurey. I am not telling them or trying to reform 
their lives but to take care of what our responsibilities are. Now, if 
they do not happen to like white lard and we have got a lot of lard, 
let’s give them the other kind. 

Mr. Srrayer. I grew up on the other kind. I think it is easier 
to make dark-colored lard than white—from when I was a kid. You 
scorch it a little bit and it gets dark in a hurry. 

Senator Humpnrey. Thank you very much. It is a real pleasure to 
talk to a man like you. 

(Whereupon, at 11:50 a. m., the hearing was recessed, to recon- 
vene at 10 a. m., Friday, June 28, 1957.) 
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Untrep States SENATE, 
ComMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recall, at 10:10 a. m., in room 324, 
Senate Office Building, Senator Hubert H. Humphrey presiding. 

Present : Senators Humphrey and Aiken. 

Senator Humrnrey. We are going to start out with our esteemed 
friend, Congresswoman Sullivan, of Missouri, who has come to talk 
with us today. 

Congresswoman, I want to tell you that we are very sorry that 
some of our colleagues are not here. But, as I was just saying, since 
the Senate is not in session today, apparently some of them have 
decided to take off to the hinterlands to see their constituents. And 
about two-thirds of them have about five meetings apiece. 


STATEMENT OF HON. LEONOR K. SULLIVAN, REPRESENTATIVE IN 
CONGRESS FROM THE THIRD CONGRESSIONAL DISTRICT OF THE 
STATE OF MISSOURI 


Mrs. Sunxivan. I understand that perfectly, Senator. We are in 
the same position. 

Senator Humpnrey. I am sure you do. We are very happy to 
have you. 

I want you to know that your associate and senatorial colleague 
from Missouri, Senator Symington, wanted to be with us this morn- 
ing, but he is on the Appropriations Subcommittee on Defense Ap- 
propriations. He has been doing a wonderful job there. And he 
had to stay while they mark up the bill. 

Mrs. Sutuivan. I know that what he is doing is very important. 
[ also know he has a very sympathetic understanding of the problem 
on which I am testifying this morning, and I am sure he supports 
my viewpoint on. it. 

Senator Humpnrey. Thank you. I want to insert a letter from 
Senator Symington which he received from the Christian Social 
Action Committee of the Immanuel Congregational Church of St. 
Louis, supporting your stamp plan. 

(The letter follows :) 


Sr. Louis, Mo., June 23, 1957. 
Hon. STUART SYMINGTON, 
United States Senator and Member of the 
Senate Committee on Agriculture and Forestry, 
Senate Office Building, Washington, D. C. 
DEAR SENATOR SYMINGTON: We, the undersigned members of the Christian 
Social Action Committee of Immanuel Congregational Church here in St. Louis, 
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are proud that the Congress of the United States has enacted legislation per- 
mitting the use of surplus agricultural commodities and food to relieve hunger 
and malnutrition in other countries. This action is squarely in accordance with 
the divine mandate which requires Christian nations and their citizens to share 
our abundance with the less fortunate needy throughout the world. 

It seems paradoxical to us, however, that right here in our own country there 
still exist pockets of maldistribution where there are needy persons, many on 
public-assistance rolls, whose incomes will not permit them to enjoy diets ade- 
quate to meet even the minimum standards for proper nutrition. In the midst 
of such a superabundance of food products and productive capacity, it seems to 
us morally imperative that every effort be made to utilize surplus food to elim- 


inate the specter of want, malnutrition, or hunger within the borders of our 
own country. 


In this connection we have studied the food stamp plan (H. R. 949) in- 
troduced in the House early this year by Mrs. Leonor K. Sullivan, Congress- 
woman from the 3d District, Missouri, and feel that is well designed to attain 
the objectives mentioned above. We are aware that under present laws the 
welfare agencies of a State or municipality may obtain allotments of surplus 
foods, provided that they set up their own machinery for distribution. This 
latter qualification has, we understand, largely defeated the purpose of the law 
as far as the rank and file of needy persons living outside public institutions 
are concerned. In such cases we believe the proposed food-stamp plan would 
be far more effective, and we urge favorable action on such a plan by you and 
your committee. 

Respectfully yours, 
GEORGE E. BuRTON. 
Dorotuy J. PAULS. 
Max C. TURNER. 
Henry P. INGEBRITSEN, Chairman. 

Senator Humpurey. Now go right ahead, will you, please? 

Mrs. Suuxivan. If it is all right with you, Mr. Chairman, I would 
like to follow generally my prepared testimony. In that way, I will 
not go off into a long dissertation on any one aspect of it and take up 
too much time. 

Senator Humpurey. Go right ahead and proceed as you wish. 

Mrs. Sutiirvan. Mr. Chairman, I appreciate very much this op- 
portunity to testify before you as part of your hearings on future 
changes in the Agricultural Trade Development and Assistance Act 
of 1954, but, frankly, I wish things had gone just a bit differently in 
the House last week so that you would have to consider my food- 
stamp plan not as some future issue but as an immediate one to be 
settled in the next days or weeks. 

While H. R. 6974 was before us in the House last week, I at- 
tempted to amend it to provide for the establishment of a food-stamp 
plan as provided for in my own bill, H. R. 949. Unfortunately, I 
lost the attempt 89 to 128 on a teller vote under parliamentary cir- 
cumstances which made it impossible for me to obtain a rolleall vote 
on the issue. I am sure that if it had gone to a rolleall under the re- 
commit motion I later attempted to make, that it would have been 
approved and adopted, and would now be before the conferees. 

[ do not see how any one could oppose a clear-cut plan for getting 
some of this surplus to those who need it most—to those on various 
forms of public assistance. Yet we know that under the present hit- 
and-miss system of the Department of Agriculture for distributing 
surpluses to our own needy, that only a small percentage of those w ho 
need this food are getting any of it at all. 

Let. me give you just a few figures which I think will come as a 
surprise and perhaps a shock to you. They came as a surprise and 
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shock to me when I totaled them up from a variety of sources and 
then looked at the result. 

Let's look first from the vantage point of the States represented 
on this committee of the United States Senate. Let’s take some sam- 
ple totals. 

In Minnesota, which has 2 Senators, yourself and Senator Thye, 
on this committee, you have, according to the latest figures I have 
seen, something like 1! 5,352 needy persons in your State receiving sur- 
plus food under the present hit-and-miss program operated by the 
Department of Agriculture. I do not know how much it costs your 
State or the localities which participate to store this food, transship 
it, package, set up distribution points, investigate the degree of need 
of those who apply for it, and then get them an occasional pound of 
butter or sack of flour or some dried beans or powdered milk, or 
whatever, but I am sure the expense, the redtape, the delays, "the 
mixups, and the aggravation and disillusion are all sizable. I am 
sure it is a headache in Minnesota, as it is in most States which par- 
ticipate in the present plan. 

But, in any event, you do all these things and spend this money and 
go to all of this trouble to get some surplus commodities to some 15,000 
Minnesotans in need. 

But let’s look at some other figures. In Minnesota, there are 3 
times as many people on old-age assistance—not social security old- 
age and survivors’ insurance but on old- age assistance—public wel- 
fare—3 times more than the 15,352 people getting this surplus food. 
There are about 50,000 on old-age assistance, nearly 30,000 more on 
aid to dependent children, more than 1,000 receiving aid to the blind, 
more than 1,500 receiving aid for disability, and an estimated 22,000 
on general assistance. In other words, you have a total of 102,876 
persons in Minnesota who should—if anyone should—be getting some 
of this surplus food, because I am sure these 102,000 are not getting 
enough to eat of good nourishing food. 

In contrast, only 15.000 Minnesotans get any of this free food, and 
there is no guaranty that all of these 15,000 are in as much need of it 
as the 102,000 on public welfare. There is no way I have of knowing 
how many of the 15,000 are themselves on welfare. They could be 
getting this food because they are on unemployment compensation 
in a distress area, or because of drought or disaster or one thing or 
another not related to long-range, day-in-and- -day-out need—desper- 
ate need for more food to give them a basic, minimum diet. 

In fairness to you, Senator Humphrey, and Senator Thye, I did 
not just single out Minnesota in this respect. South Carolina, as 
Senator Johnson no doubt knows, has 82,367 on various forms of 
public assistance, but only 200 people in the whole State are getting 
surplus food. 

Or Senator Holland could check Florida’s figures—170,175 persons 
on various forms of public assistance, and not a single one getting any 
surplus food. 

In North Carolina, as Senator Scott probably knows, there are 
160,308 persons on var ious forms of public assistance, but not a single 
one gets any of this surplus food. 

In my own and Senator Symington’s State of Missouri, we have 
232,909 persons on public assistance—on relief—and only 10,366 per- 
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sons in the whole State have gotten surplus food. And they are not, 
I believe, relief cases as such but Arnage emergency cases in one sec- 
tion of the State. 

In Georgia, Senator Talmadge will find 176,553 persons on various 
forms of assistance, but none getting any surplus food. 

In Senator Aiken’s V ermont, 14, 1¢ 4 are on relief, but only 3,886 
persons get surplus food. And, as I said in connection with other 
States, in this same situation, there is no way to be sure those who do 
eet the food are necessar ily in the relief ¢ ategories. 

I do not mean to say that any chiselers are getting it. I mean 
that, depending upon the basis of the State’s own form of participa- 
tion in the program, the food might go only to a particular county 
or area where there is drought or ‘flood or emergency or a temporary 
dislocation, whereas throughout the State there are hungry people 
in every town, but they do. not come in under this present program. 

I do not want to bore you with a lot of statistics, but I do think it 
is important to get this point across. Mr. Benson speaks of the mil- 
lions of needy Americans now getting free food. He counts in all 
those getting it as inmates of institutions and he counts in the school 
lunch program and for a while there were more than a million who 
got the food regularly in Pennsylvania. It is now down to some 
600,000. But there is no systematic national distribution of this food 
which seeks to make sure it goes to those who need it most. 

For instance, as Senator Williams knows, Delaware has 9 9.498 on 
public assistance, but no surplus food goes to the needy in Delaware. 

Senator Humpurey. I am going to see that your testimony is 
brought to the attention of each of the members of the committee. I 
will see that they get personal copies. 

Mrs. Sutuivan. If they would just see the contrast between some 
of the figures compiled 

Senator Humpurey. Very revealing. And we are very indebted 
to you for your splendid research. I have never known these facts 
before, and Tam ver vy much impressed. 

Mrs. Scturvan. Thank you, Senator. 

Some States do better than others on this; I must concede that. I 
mentioned Pennsylvania. Pennsylvania has been getting this food 
to 3 and 4 times as many people as it has on relief. Many were in 
mining areas hard hit by falling production orders. Others were 
unemployed elsewhere during periods of recession. The whole State 
got into this and spent, I know, a huge amount of money to get some 
of this food to the needy. But the expense was such that most States 
felt the cost was not worth the value of food distributed. That would 
be true in Missouri. 

But in some States, as I said, participation has been high. For 
instance, in Chairman Ellender’s State of Louisiana, 177 654 have 
been getting surplus food, which is almost as high a number as the 
total of those on various forms of assistance. And several other 
States represented on this committee show similar results. 

In Senator Eastland’s State of Mississippi, which had 139,606 per- 
sons listed on the relief rolls, more than a quarter of a million persons 
are getting free food—257,869 in fact. 

_In Senator Hickenlooper’s State of Towa, with a total of about 


oreo 


3,000 persons on relief, a total of 83,730 gets free food at last count. 
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In Senator Mundt’s State of South Dakota, a similar situation— 
24,162 on relief, 31,912 getting free food. 

So comparatively they do much better in feeding the hungry, but I 
know the cost to their States is very high. 

Senator Humrurey. Now, these figures are exclusive of the school 
lunch program ¢ 

Mrs. Sunuivan. That is right. 

Senator Humpnrey. They do not include school lunch ¢ 

Mrs. Suurivan. No, they do not. 

Senator Humpurey. So this is surplus food disposal over and be- 


yond that which goes to institutions such as the inmates in an insti- 
tution 


Mrs. Sutxiivan. That is correct. 

Senator Humrurey. Or the school lunch ? 

Mrs. Sutnivan. That is right. 

There are several other States which distribute this food on a 
rather large scale—Alabama, Arkansas, Kentucky, Oklahoma, New 
Mexico, Puerto Rico. All of these give out food to more persons 
than the total on relief. I guess, or assume, that most of those on 
relief get some of it, since the distribution apparently is on a state- 
wide ba asis in those States. 


But Arizona, Delaware, Florida, Georgia, Hawaii, Idaho, Mon- 
tana, Oregon, North Carolina, the Virgin Islands, the State of Wash- 
ington and, up to just a few days ago, the District of Columbia, all 
with rather large lists of relief cases, have not distributed any food. 
And other States with large relief caseloads have given out very little 
of it. For instance, C anes ticut with 46,000 on relief f, gave out free 
food to 612 persons. California, with more than half a million per- 
sons on public assistance, got free food to 33,500 persons. 

It is, therefore, a haphazard, crazy-quilt pattern of food distribu- 
tion, yet we know we have all of these hungry people. I mean hun- 
gry. I don’t mean going without sirloin steak and fresh oranges; I 
mean hungry. Just try to feed even one person, and pay rent, and 
keep body “and soul together on $55 a month. The cost of living has 
reached its ninth straight peak, and food costs are up, and we do 
have misery and poverty and hunger, and mountains of spoiling food. 
Why can’t we get this food to those we know need it most! 

Senator Humrurey. Mrs. Sullivan, it seems to me at this point that 
we might well note that while all this statistical information is a 
matter of public record, even though I must say that you have done 
an amazing job of correlating it and making it understandable for 
us, the Department of Agriculture has bemoaned the fact of the abun- 
dance of our food supplies. There has been one story after another 
about how butter spoiled. Coming from a dairy State, I resented 
this deeply. How powdered milk ‘piles up. How cereal grains are 
spoiling. And yet here are people in our own country, as you pointed 
out, that are needing this food, and the Government stands as if 
tonguetied. I won’t say “tonguetied,” because it has not been tongue- 





tied. It has been right lippy. But it stands here as if its feet were 
in cement and its arms tied behind its back. 

And when we have asked for a study of the food stamp plan, we 
have always received a negative answer. 

Mrs. Sutuivan. That is right. 
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Senator Humpurey. Some of us have pleaded for a pilot project— 
to take a few cities or counties, try it out, see what we could do to use 
our food. 

But apparently there are those in and out of Government who 
would rather complain about the food than to use it. And if any 
of them are around here, I hope they will listen to what I say. : 

Mrs. Suttivan. Well, it seems to me, Senator, that the main thing 
with the Department has been to get rid of it in big quantities as 
fast as possible and in as easy a way as possible. And that is what 
has been done. They have tried to dump it as quickly as possible 
without giving thought to how we can use it as a blessing to help 
our own needy people. 

Senator Humpnrey. I have been very much interested in, as you 
know, our great programs overseas. . 

Mrs. Sctitvan. I know that. 

Senator Humpurey. I am very strongly in support of those pro- 
grams. I think this is not only morally right but I think it is politi- 
cally sound. I think it fits within the religious concepts of our 
national life. 

But I have heard many times Government representatives praise 
the method of distribution overseas, praise how it has been done. 
Then, on the same day, they come back and say, “We can’t do it back 
here.” 

Mrs. Sutuivan. The Department says that they cannot afford it. 

Senator Humpnurey. That they cannot do it here. 

Somehow or other, when we get programs at home we supposedly 
get stoneblind and stupid. We cannot do it. We can always do it in 
Spain and Egypt and Greece and Italy—distribute it to people who 
can’t read or write or hardly find their way to the door—but we 
can’t do it here in the United States. I have never been able to 
understand this. 

Mrs. Suttivan. They take the position that the Department of 
Agriculture is not a charity organization, and also that they do not 
want the expense of this distribution charged to the farm program. 
I do not blame them there. I do not think it should be charged to 
the farm program. But that isa matter of Government bookkeeping. 

Senator Humpnurey. Exactly. But apparently we have some 
mentally sterile bookkeepers. I am sick and tired of hearing about 
this nonsense, to be very blunt about it. They have bookkeepers that 
can charge up the losses. They can charge up losses for storage costs, 
for losses on waste. Every day I read about this. There is not a 
day that I do not get a letter from somebody condemning Congress 
for these terrible losses. But we do not have any bookkeepers that 
know how to transfer figures around so that you can use this food 
for the alleviation of the hungry in this country. 

Mrs. Sutiivan. That is right. 

Senator Humpnrey. I think we just need a change of scenery. 

Go ahead. 

Mrs. Suturvan. Senator, I have thrown a lot of figures and sta- 
tistics at you. 

Senator Humrurey. You have done quite well. You have me 
really aroused. 
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Mrs. Sutiivan. Let me give you just one more. Nationally we 
have about 3.5 million adele e getting bits of this food, dribbles of it, 
an occasional package of flour or dried beans or w hatever. But we 
have more than 6 million on relief, and millions more living on the 
thin edge of malnutrition. And the 3.5 million are not necessarily 
all in the larger group. 

How is it possible that we can be complacent about such a situa- 
tion, when the Commodity Credit Corporation groans, as you have 
said, with the burden of storing these vast hordes of food surpluses, 
and the farmer groans for lack ‘of markets and loses his shirt because 
food sales do not expand to meet population expansion. 

Perhaps I should not be emotional about this. But I just cannot 
help being heartsick over the contrast as between the food we have 
and can grow and the hunger we have in our midst. 

Senator Humeurey. But, you see, Congresswoman Sullivan, there 
are people who do not want to admit that there is any hunger in our 
midst. There are some people who prefer to say it is just wonder- 
ful. And if you say it is not so, you are being very mean and unfair, 
you are being partisan, and you are not being considerate. You 
must not talk about these people, they say, who are in trouble—even 
though you and I know they are in trouble. 

Mrs. Suuuivan. That is right. 

Senator Humpurey. I found out in my own State, for example, 
with our own Indian people, that they were going hungry, pene 
going hungry in the State of Minnesota. I mean starving. I do not 
mean just a little hungry. I mean some of them died and others 
were dying until we got some surplus food out. Of course, we only 
had food running out of our ears. 

But we have people so unimaginative that they cannot figure out 
how to get it to them. 

Mrs. Sututvan. You are certainly right, Senator. 

Senator Humpurey. They can write artic les for Reader’s Digest 
and other magazines, though. Oh, they get out some pips, so every- 
body in the country hears about how much waste we have. 

Go right ahead. 

Mrs. Suutuivan. Now let’s look at the practical aspects of this issue. 
I am asking that you consider favorably, in your overall revision 
of Public Law 480, my plan, as proposed in H. R. 949 for a food- 
stamp plan. 

If you will look at H. R. 949, you will see that the eligibility re- 
quirements would remove the present hit-and-miss standards and 
replace them with clear-cut, direct, simple standards. Every person 
on any form of public assistance would automatically be eligible. 

In addition, those who are considered by local welfare authorities 
to be in need of welfare assistance, but ineligible because of residence 
requirements or other State or local law, would also be included. 
For instance, in Missouri, no matter how desperate your situation 
might be, you are not eligible for public assistance if you are “employ- 
able.” And that is no consolation in a recession or a factory shut- 
down or other situation where you just cannot find work. But, un- 
der my bill, proven need cases would be included and would receive 
stamps. 
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The food stamps would be issued by the Secretary of Agriculture 
to the persons certified by the local authorities. The stamps could go 
out in the same envelope with the relief check. The stamps w ould 
be issued for specified varieties and quantities of surplus foods—one 
stamp for a pound of butter, a different stamp for cheese, or what- 
ever was on the list. The Secretary of Agriculture would decide 
each month what was available for distribution and would issue the 
appropriate stamps. 

What then? My bill permits the widest kind of flexibility on how 
the program shalj actually operate. The Secretary can distribute 
through central depots, or through regular stores. He could redeem 
the stamps directly for a fee or through a store’s supplier, replacing 
items from regular stocks if he so chooses. He could determine that, 
for every pound of butter a store distributed to food-stamp recipients, 
the store could get from its wholesaler or supplier a pound and a half 
or a pound and a third of butter, or whatever represented a normal 
markup. That is for the Secretary to work out. He can even set it 
up so that the stamps are redeemable through the Federal Reserve 
banks. I will do my best to get him whatever legislative authority 
he might need through the Banking and Currency Committee if he 
wants to do it that w ay. Iserve on that committee in the House. 

What I am trying to say to you is this: The actual mechanics of 
the plan cannot be written in a law. It must be worked out by the 
experts. It can be done, and it should be done. It must be done. 
But I do not want to see them tied up in knots by unnecessary or 
unworkable details written into the law. 

That is why my bill says he shall put into operation a plan for dis- 
tributing this food to the needy through a food-stamp plan in which 
all those who are on public assistance can participate. I clearly spell 
out a definition of needy people. 

But then, from there, it is up to the Secretary of Agriculture, with 
help and advice from the Secretary of Labor and the Secretary of 
Health, Education, and Welfare, to work out details. He is to confer 
with the other Cabinet members I named, not only on standards under 
the program, but on the problem of determining whether this should, 
in the future, be expanded to cover addition: ls groups, such as those 
on unemployment compensation, those on old-age and survivors’ in- 
surance, those on other types of pensions, and so on. 

But such people as I just mentioned, while receiving low incomes, 
are not automatically needy people just by reason of low-current 
income. That is my point in dividing these groups. Those on re- 
lief—on public welfare—are provably needy. 

Senator Humrnrey. Do you include old-age assistance people in 
that ? 

Mrs. Surtnivan. Old-age assistance? Yes, those who are qualified 
for relief under the old-age assistance program. 

Senator Humpnrey. That is what I mean. 

Mrs. Sutiivan. But not those receiving the insurance. 

Senator Humenrny. That is right, but the old-age assistance would 
automatically be included ¢ 

Mrs. Sutyivan. That is right. 

Senator Humenrey. That is fine. 

Mrs. Suttivan. Asa matter of fact it ismainly for them. 
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May I say right here that when you think’of assistance for the aged 
under the average welfare program in this country—those on old-age 
assistanee—the average amount per person is $58. For those on aid 
to dependent children, the average benefit is $26. On aid to the blind 
it is $63. Average aid to the disabled is $ $58. And the general assist- 
ance average per case is $57. Now, how well can such people eat 
these days ¢ 

Senator Humrurey. Is it not interesting that we hear an awful lot 
of talk about inflation and what it is doing to savings and what it is 
doing to industry and what it is doing to Government bonds, but we 
hear little of what it is doing to these folks ? 

Mrs. SuLLIvan. These people are forgotten. 

Senator Huxpnreyr. We need somebody around this Government 
who will be a little bit concerned about these forgotten souls. 

Mrs. SuLtivan. I agree with you completely. 

Senator Humpnrey. And thank goodness you do. And I am right 
with you. You have a new convert. I was with you before, but I 
am even more so now. 

Mrs. Suttivan. Thank you. 

You will notice that the Department of Agriculture itself ac- 
knowledges that there is perhaps the amazing total of 25 million people 
in this country who do not now receive an adequate diet because of low 
income. To put into operation a full-scale supplementary food-stamp 
plan to get enough nutritious food to all of this 25 million in a way 
which would also have the effect of reducing or eliminating future 
surpluses, the Department says, would cost perhaps $2.5 billion a year. 
Perhaps we can one day do that. Perhaps we should. 

Senator Humrurey. That figure seems rather staggering. 

Mrs. Sutiivan. That is exactly what I am driving at. 

Senator Humpnrey. But I am sure you have got some comment 
on it. I will wait till you are through. 

Mrs. Sutxivan. It sounds almost incredible. But I say let’s make 
a start—a dent—in this enormous need by taking a practical first step. 
The Department says a plan such as mine might cost as much as half 
a billion a year, perhaps $600 million. I doubt that very much. Their 
figure is a guess, based on the assumption that we ought to provide an 
additional $100 worth of food per year per person for those at the 
lowest income level in order to make the program effective from a 
nutrition standpoint. In other words, this is what they say it would 
cost to provide that additional $100 per person in foodstuffs to the 
approximate 6 million persons on public welfare to assure them an 
adequate diet—that is, a minimum diet. That is also where they get 
the $2.5 billion figure—which they use as the cost of a food-stamp plan 
for the 25 million persons they say are not receiving an adequate diet 
because of inadequate income. They multiply 25 million times $100 
per person. 

Senator Humpurey. Of course, I want to say to you here, Congress- 
woman, that even if it were $214 billion, that is not frightening me out 
of the lodge. After all, we spend a tremendous amount each year on 
agriculture, which is perfectly understandable and desirable. It is 
just a matter of how you spend it. 

Mrs. Sutiivan. That is true. But it might also be pointed out that 
we are not going to have to spend another $214 billion or whatever it 
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would be because we have already spent much of this money to pur- 
chase the food that is in the warehouse. The food is already pur- 
chased or will be, under the support programs. 

Senator Humpurey. And if we can consume much of this food at 
home rather than storing it in granaries, we will store it in terms of 
spirit and flesh and good energy in the people. It seems to me it might 
be a very desirable thing. 

Mrs. Sutiivan. It makes good sense. 

Senator Humpnrey. They get frightened in the Department of 
Agriculture right away on such figures as $600 million. And yet, by 
the same token, the Secretary does not mind running around the coun- 
try telling people we are spending $5 billion on agriculture, even if 
we are not. A few less speeches and a few more hours concentration 
on the job would help. 

Mrs. Sutuivan. I would like to repeat that this is food we already 
own or food the Government will be purchasing in any event. So it 
is by no means a case of $600 million a year in new expenditures caused 
by this program. I think the total value of all of the food given out 
by the Department of Agriculture last year to needy persons in this 
country was only around $91 million, and yet this involved gifts of 
food to about 314 million people. 

Let me point out to you, furthermore, that we have donated three 
times as much of this food to needy persons abroad as to needy persons 
in this country. And in ac lition to the food we have donated abroad, 
to needy persons, through the charitable organizations and directly as 
an outright gift, we have also sold to foreign evovernments in return 
for their own currencies a further amount of about $3 billion worth of 
food, and frequently we have paid the ocean transport costs as \ rell. 
In return, we ace ante fore 12n currencies to be spent 1n those countries, 
and the majority V of { is Lo be spel t and } IS bein g SI ent for economic 
development in those same countries. 

I think in the last 10 months alone, we have spent about $1 billion 
in disposing’ of this food overseas. I do not oppose the foreign oive 
away sales and gifts, but I think we can afford to use some of this food 
to feed our own hungry as well. I think it is a fine thing—a fine and 
decent and noble thing—to get this food to needy children and needy 
families in other lands, and we have a right to be proud of our char 

table actions and also of the good we do at the same time in fighting 
communism by giving the poor of other lands a better share of life. 

But how can we sit by and wring our hands over the supposedly or 
allegedly impossible financial burden of feeding our own hungry? 
Yet that is exactly what Mr. Benson has been doing in his opposition 


to this plan—saying we cannot afford it. 
I submit instead that we cannot afford to have hungry Americans 
when the food is coming out of our ears—causing a storage headache 


and a depressing effect upon agriculture. 

Truly, Alice in Wonderland would find this situation no le ss mvsti 
fying than those she discovered in the classic story of I ewis Carroll. 
Our Government seems to be saying in e fect that we cannot afford to 
feed our hungry because we have too much food. 

I thank you, Mr. Chairman, for allowing me this time to present 
my story. 


Senator Humrurey. I am very indebted to you. 








POLICIES AND OPERATIONS 481 


1 am going to ask at this point in the record that a copy of your 
bill, the text of your bill, be printed. 

Mrs. Suuiivan. Thank you. 

(H. R. 949 follows:) 


[H. R. 949, 85th Cong., 1st sess. ] 


A BILL To provide for the establishment of a food stamp plan for the distribution of 


$1,000,000,000 worth of surplus food commodities a year to needy persons and families 
in the United States 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That in order to promote the general wel- 
fare, raise the levels of health and of nourishment for needy persons whose 
incomes prevent them from enjoying adequate diets, and to remove the specter 
of want, malnutrition, or hunger in the midst of mountains of surplus food now 
accumulating under Government ownership in warehouses and other storage 
facilities, the Secretary of Agriculture (hereinafter referred to as the “Secre- 
tary”) is hereby authorized and directed to promulgate and put into operation, 
as quickly as possible, a program to distribute to needy persons in the United 
States through a food stamp system a portion of the surpluses of food commod- 
ities acquired and being stored by the Federal Government by reason of its 
price-support operations or other purchase programs. 

Sec. 2. In carrying out such program, the Secretary shall— 

(1) distribute surplus food made available by the Secretary for distribu- 
tion under this program only when requested to do so by a State or political 
subdivision thereof ;: 

(2) issue, or cause to be issued, pursuant to section 3, food stamps 
redeemable by eligible needy persons for such types and quantities of sur- 
plus food as the Secretary shall determine; 

(3) distribute surplus food in packaged or other convenient form on the 
local level at such places as he may determine; 

(4) establish standards under which, pursuant to section 3, the welfare 
authorities of any State or political subdivision thereof may participate in 
the food stamp plan for the distribution of surplus foods to the needy ; 

(5) consult the Secretary of Health, Education, and Welfare, and the 
Secretary of Labor, in establishing standards for eligibility for surplus 
foods and in the conduct of the program generally to assure achievement 
of the goals outlined in the first section of this Act ; and 

(6) make such other rules and regulations as he may deem necessary to 
carry out the purpose of this Act. 

Sec. 3. The Secretary shall issue, to each welfare department or equivalent 
agency of a State or political subdivision requesting the distribution of surplus 
food under section 2 (1), food stamps for each kind of surplus food to be dis- 
tributed, in amounts based on the total amount of surplus food to be distributed 
and on the total number of needy persons in the various States and political 
subdivisions eligible to receive such food. The food stamps shall be issued by 
each such welfare department or equivalent agency to needy persons receiving 
welfare assistance, or in need of welfare assistance but ineligible because of 
State or local law, and shall be redeemable by such needy persons at local dis- 
tribution points to be determined by the Secretary under section 2 (3). 

Sec. 4. Surplus food distributed under this Act shall be in addition to, and 
not in place of, any welfare assistance (financial or otherwise) granted needy 
persons by a State or any political subdivision thereof. 

Sec. 5. In any one calendar year the Secretary is authorized to distribute 
surplus food under this Act of a value of up to $1,000,000,000, based on the cost 
to the Federal Government of acquiring, storing, and handling such food. 

Sec. 6. The distribution of surplus food to needy persons in the United States 
under this Act shall be in place of distribution to such needy persons under 
section 32 of the Act entitled “An Act to amend the Agricuitural Adjustment 
Act, and for other purposes”, approved August 24, 1935 (7 U. S. C., sec. 612c), 
as amended, and section 416 of the Agricultural Act of 1949, as amended: Pro- 
vided, however, That nothing in this Act shall affect distribution of surplus food 
presently provided for in such sections other than to needy persons as defined 
in section 7 of this Act. 

Sec. 7. For the purposes of this Act, a needy person is anyone receiving welfare 
assistance (financial or otherwise) from the welfare department or equivalent 
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agency of any State or political subdivision thereof, or who is, in the opinion of 
such agency or agencies, in need of welfare assistance but is ineligible to receive 
it because of State or local law. 

Sec. 8. The Secretary of Agriculture, in consultation with the Secretary of 
Health, Education, and Welfare and the Secretary of Labor, shall make a study 
of, and shall report to Congress within six months after the date of enactment 
of this Act, on the feasibility of, the costs of, and the problems involved in, 
extending the scope of the food-stamp plan established by this Act to include 
persons receiving unemployment compensation, receiving old-age and survivors 
insurance (social security) pensions, and other low-income groups not eligible 
to receive food stamps under this Act by reason of section 7 of this Act. 

Sec. 9. There are hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, such sums as may be necessary to 
carry out the purposes of this Act. 

Senator Humenrey. If you do not mind, I am going to take the 
liberty of introducing a counterpart to this bill, a companion measure 
in the Senate, unless one has been introduced already. 

Mrs. Sutxivan. No, it has not, in this exact form. This one is sim- 
ple and direct. Thisis just as simple as possible. I have left as many 
details as posible to the Secretary of Agriculture so that he could 
have wide ‘discretion on how he could accomplish this goal of helping 
to feed our needy. 

Senator Humpnrey. We introduced some time ago, when we had 
such a surplus of dairy products, a program called dairy diet divi- 
dends, which would have provided for a food-stamp plan limited to 
dairy products. 

Then I joined with Senator Kerr in a measure similar to yours 
where we were going to try to attach it to Social Security Act. 

Mrs. Sutxivan. I was over 

Senator Humpnrey. You testified, I believe, on that kind of 
proposal. 

Mrs. Sutiivan. That is right, before the Senate Finance Committee 
and also the House Ways and Means. 

Senator Humrnrery. Last year in our Agricultural Act we directed 
the Secretary to make a study on the feasibility and desirability of 
a food-stamp plan. I think that study ended up in a negative manner. 
You have a copy of it there. 

Mrs. Sutuivan. Here it is. I might say that provision in the agri- 
cultural act was put in at my request. It was accomplished for me 
by the chairman of the House Agriculture Committee, Congressman 
Cooley, in the conference bill. 

But the result was very disappointing to me. As I said in my tes- 
timony, they claimed in that report that the whole idea was too ex- 
pensive or impractical, and they said the present distribution program 
was much better. That is just plain nonsense. 

Senator Humpnrey. I am going to call to the attention of each 
member of this committee your testimony, Mrs. Sullivan, because I 
think it ought to be studied very carefully. 

I have just a note here that was handed to me by my associate that 
the distribution of surpluses as you propose would, to the extent that 
the surplus were disposed of, save money in the following items: stor- 
age, spoilage, shipping to other areas of the world, and handling 
under the present program. So that actually the distribution proposed 
would not represent a net increase in the cost to the Government. 
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Mrs. SutiivAn. That is right. We have the food. We can dis- 
tribute it very easily to our own needy if their is the will and desire 
todoso. It should not cost much, if any, more. 

Senator Humpurey. I think that is a valid—at least reasonably 
valid—point and one that ought to be considered in these pr oposals. 

Thank you very much. 

Mrs. Sutiivan. Thank you very much, Mr. Chairman. 

Senator Humpurey. Congressman Hays. 

I regret that my other c olleagues are not here with me this morning. 
I went over the list to find that some of them had returned to their 
constituencies since the Senate was not in session today, and about 
two-thirds of them find themselves with 2 or 3 meetings going on. 

You are going to give us an appraisal of Public Law 480, as | 
understand it, and any of your observations on this program as it is 
now operated. 


STATEMENT OF HON. BROOKS HAYS, REPRESENTATIVE IN CON- 
GRESS FROM THE FIFTH CONGRESSIONAL DISTRICT OF THE 
STATE OF ARKANSAS 


Mr. Hays. Mr. Chairman, I would like to say first that I crave no 
larger audience than Mr. Humphrey of Minnesota. 

Senator Humpnrey. I am very grateful to you, and you know my 
personal admiration for you. 

Mr. Hays. Well, that 1s very kind. 

I am going to speak in most generalized terms, because I have not 
been able to do my homework as fully as I had hoped. And I would 
like to confine my comments largely to the foreign policy aspects of 
this problem. 

Senator Humrnrey. Very good. 

Mr. Hays. I was happy to hear Mrs. Sullivan say before she con- 
cluded her remarks that she was not opposed to the distribution of 
this food in appropriate ways to needy people in other lands, and I 
think it would be fair to say on the basis of her whole presentation that 
she would not set one interest against another. I am sure that the 
chairman feels the same way about that. 

Senator Humenrey. Exactly. 

Mr. Hays. It is a challenge to our statesmanship to see that neither 
area is neglected. We must not help people abroad at the expense 
of our own. On the other hand, we must never assume that as long 
as there is any need at home at all we must close our eyes to needs 
abroad. 

I think that it would be tragic, in view of the larger need abroad, 
to concentrate wholly on the problem at home. To date, of course, 
we have avoided that mistake. 

The chairman and I were pioneers in a way in this field. I recall 
that we jointly sponsored the free freight shipments for India. 

Senator Humrnurey. Right. 

Mr. Hays. This program is an extension of that idea which the 
chairman and I sponsored some years ago. 

The Department of Agr iculture has, I think, been inspired, under- 
standably and primarily, by a desire to get rid of surplus food and 
have not tied the program to our foreign policy interests as fully as I 
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should like. And that is the comment that I would underline in my 
presentation to the committee. 

Mr. Chairman, you and I have had the great privilege of serving 
as representatives of our country in the U nited Nations General As- 
sembly. You will recall that in 1955 our delegation by unanimous 
action tried to dramatize the Russian shift of policy to the economic 
field as distinguished from the military area. If anything stands 
out as a result of my observations there, it is the urgent necessity 
of our meeting this threat with all of the imagination and all of the 
resources that we can summon. 

I made the statement at the time, and I am sure you share this 
feeling, that we ought to welcome this competition. 

Senator Humrpurey. Exactly. 

Mr. Hays. We should benefit because we can best them with our 
superior resources. There are many things we can do that the Soviets 
by the very nature of things cannot do. And, of course, we predicate 
our whole case upon the superiority of the free w ay of life over the 
totalitarian way. 

I feel that we have not yet plumbed the depths of the possibilities 
in the field. One of the great unutilized instruments, in spite of 
the impressive beginning, is the use of surplus food and fibers for the 
advancement of our foreign policy. 

Senator Humpnrey. I agree with that. And to put it on a more 
regularized basis. 

Mr. Hays. That is it exactly. 

Now, this would be a rough guess, but I think it is fair to say that 
perhaps half or maybe 60 percent of the local currencies we received 
from theses sales have been used not primarily as we would use them 
for this major purpose, but for the interests of the recipient countries’ 
governments themselves. Morever, as I recall it, only about 31 
countries have programs. So there isa great unexplored field for us to 
approach. 

I would say, Mr. Chairman, that it is unthinkable that Congress 
would hesitate to extend this law with the improvements that can 
be made in theses two fields. I would say personally that I think 
that something should be done along the lines presented by Mrs. 
Sullivan. We can improve our procedures for reaching needy people 
here. 

But in carrying out the program that is begun, I would urge the 
committee to consider such things as were presented by Mr. Eldridge 
Haynes, I believe on yesterday. 

Senator Humpnrey. Day before yesterday. 

Mr. Hays. I think that has vast possibilities and is in line with the 
thought that our United Nations delegation had in mind—using not 
our governmental facilities exclusively but the vast resources of our 
private-enterprise system. For private industry must be drawn into 
this. 

Now, private industry is going to run into many problems, and I 
believe Mr. Haynes made particular reference to the problem of infla- 
tion and the problem of short labor supply in some of these places. 
And the two are really one. 

We can provide with food a diversion of labor from agricultural 
pursuits to more important capital pursuits in many of these countries. 
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And when you can, without disrupting your normal commercial 
operations in any country, supply food and add to the stocks of foods 
which laboring people must have, you meet immediately the inflation 
threat. That is one of the primal threats, of course, in many of these 
countries. 

So it makes sense from every standpoint to move this food into these 
areas and to do it, as the chairman suggested, with imagination and 
with boldness and in the American tradition. 

There is no threat to our basic capitalistic concepts in any of these 
things, because I think we have met every one of those fears in a 
statesmanlike way to date. And the value of these hearings which 
we conducted on the House side and on the Senate side I think is 
apparent. 

Now, there is one other little comment, and then I must conclude. 
I apologize to the committee for even taking this much time. 

Senator Humeurey. It has been our privilege. 

Mr. Hays. Mr. Chairman, I fear that the Department has perhaps 
not used their powers as fully as possible in respect to some of the 
refugee situations. I just point that out. I hope that the report will 
take cognizance of it if my fears on that point are confirmed. 

I think that, while in the Hungarian refugee situation some use of 
surplus foods was made, there are other situations in the Middle East 
and elsewhere where extraordinary situations exist and where negotia- 
tions with foreign governments present no barrier. 

There is one other point. I hope the ICA can be prodded into pur- 
suing the matter of negotiating for the contributions that are neces- 
sary to ocean freight. Under this present plan of providing food 
through charitable organizations there must be a contribution to ship- 
ping costs by the recipient countries. But I fear in many situations, 
the ICA having negotiated agreements and then there being a lag on 
the part of the contribution from abroad, we have let things drag on 
without making the effort necessary to insure repayment to the char- 
itable organizations. 

Now, those are some of the impressions I get as a student of the 
problem in the most generalized way and as a member of the House 
Foreign Affairs Committee. 

Senator Humpurey. The voluntary groups, Congressman, were 
very concerned about this last point. They said that so much of their 
time was now taken up in the subject of negotiations with the foreign 
governments, particularly where the governments have not come 
through with some of their pledged contributions—— 

Mr. Hays. Yes. 

Senator Humpnrey. That they were hoping a governmental agency 
be established—and you have suggested the ICA and that is an appro- 
priate one—— 

Mr. Hays. Yes. 

Senator Humpurey. Should take up that negotiating job. 

Mr. Hays. Yes. 

Senator Humpurry. And complete it. I think it is a sensible sug- 
gestion. 

Mr. Hays. Mr. Chairman, I must not take the time of this com- 
mittee. Tam going to suggest this: That it is a very fortunate cir- 
cumstance that you are a member of both this committee and the 
Foreign Relations Committee. 
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Senator Humpnrey. Senator Aiken, too. 

Mr. Hays. I am glad to know that. I should have known more 
about Vermont. 

Senator, it is a very fortunate circumstance that both of you are 
on both committees, since I feel that we should emphasize the foreign 
policy element in our agricultural program. ‘ 

Senator Arken. Well, I shifted to the Foreign Relations Commit- 
tee only 3 years ago. The reason I did so was because there are no 
two committees that tie more closely together than Foreign Relations 
and Agriculture. You cannot consider an agricultural program of 
the United States without considering foreign relations and what is 
going on in the rest of the world. You can hardly consider any- 
thing in foreign relations matters without considering the agricultural 
situation. They tie in so closely that you just cannot think of one 
without the other. 

Mr. Hays. Well, this is a perfect illustration of it. It illustrates 
it like no other piece of legislation ever has. And there is world- 
wide interest in what is being done right here on Public Law 480. 
It is in some ways the most important thing we do. 

Senator Arken. One point has been largely overlooked which we 
ought to put more stress on, and that is the effect which our disposal 
of surplus farm commodities has had on the promotion of trade of all 
kinds throughout the world. 

I think that out of the $20 billion in exports we will have this 
year—and no one knows what the imports will be—far more than 
the amount which is exported in the form of surplus commodities will 
have been generated through that action. 

For instance, I think Italy is a good example. Italy probably 
would have dollars to buy her wheat and cotton. They are neces- 
sities. But we do sell to Italy for lire, and I do not think we are 
taking too much chance in doing it. 

Senator Humpnrey. This is right. 

Senator Arken. That releases her dollars for other purposes, and 
those dollars that are released generate far more trade throughout 
the whole world than just the amount of surplus commodities which 
we sell her for lire. 

Mr. Hays. That is right. 

Senator Arken. No one can prove the point there in terms of actual 
dollars and cents, but we know it is there. We know that we are 
getting countries now to looking for their supplies where they can 
be produced best and at lowest cost. That is quite a change from 
a few years ago when every country in the world was determined to 
have self-sufficiency in each commodity no matter what it costs them. 
That took their money in uneconomic subsidies which they should 
be using in stimulating world trade for something they could pro- 
duce. 

Senator Humpurey. That is right—and stimulating their own econ- 
omy. 

Senator Arken. Yes. 

Senator Humpurey. Which, in the long term, gives chance for 
greater consumption of these foodstuffs. 

Mr. Hays. It makes sense from every standpoint. 

Senator Arken. I think so. 
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Mr. Hays. And it is easy to sell at home, which is important for us. 
One of the Cabinet members said to me on another point in defending 
a certain action, “This is right. I am going to stand on it. I don't 
care whether it is popular or not.” 

[ said, “Mr. Secretary, that is admirable, and I hope we don’t do 
anything that is not right. But I care whether it is popular or not. 
[ have got to go home and defend your action. I have got to stand 
between you and the people.” 

We can popularize this program. 

Senator Humrpurey. That is right. 

Mr. Hays. Once determining it is right and that it is not contrary 
to the things our people basically believe about free enterprise, then 
we are in an invulnerable position. And I just appreciate so much 
the chance to say that. 

[ think we have got a long way to go to make this the powerful 
instrument of our foreign policy that we can make it, but the way 
to do it is to constantly acquaint our people with the purposes. 

And with regard to our people here in Washington who struggle 
on the executive side, I do not disparage their efforts. I speak eriti- 
cally of them, but most of them are dedicated people. 

Senator Humpurey. That is right. 

Mr. Hays. I know many of them. I was in the Department of 
Agriculture when I resigned to run for Congress. 

Senator Aiken. One other thing. I am sorry I was not here to 
hear Mrs. Sullivan because I believe she has a plan for using surplus 
commodities for low-income people of this country. I think that 
the program that Senator Humphrey and I and also some of the 
eae are proposing is a much sounder one in the long run. 

I do not like to see our low-income people thought of in terms of 
a place where we can dispose of surpluses. I think that if we make 
it possible for them to purchase the right kinds of foods for balanced 
cliets at a price which they can afford to pay, you are not only improv- 
ing the health of all those people but you are disposing of far more 
surpluses than you do when you simply contribute butter and pow- 
dered milk, and cornmeal, and flour, which is about what they are 
getting now, and a few other things. 

So I think we ought to seli that idea more, too, because you get these 
people to using, as the dietitians tell us, 30 percent more milk and 
eggs, and lettuce and tomatoes, and me: 25 percent I think more 
meats they would use. Every time they Buy a pound of meat at a 
price which they can afford to pay, and they would pay according 
to their means, then they are not only disposing of the pound of meat 
but they are using up probably 4 or 5 pounds of grain along with it. 

Senator Humpurey. Exactly. 

Mr. Hays. I had not thought of that. 

Senator Arken. We are moving our surplus. I do not like the 
word but I don’t want us to use our low-income people as—well, I 
can hardly say the word—scavengers, but that is—— 

Senator Humpurey. I know what you mean. 

Senator Aiken. You know what I mean. 

Senator Humpurey. People who absorb that which we do not need. 

Senator ArkeN. Asa dumping ground for surpluses. 
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Mr. Hays. Their welfare would be our prime interest, but there is 
a byproduct of that which is tremendous in terms of gover nmental 
and economic proposals. 

Senator Arken. I know there is a question of votes. I would far 
rather distribute surpluses to them than distribute nothing. But if 
we could only go further we would prevent the accumulation of sur- 
pluses and at the same time help them live better. 

Mr. Hays. Mr. Chairman, there was a report made that I became 
familiar with that the committee might look into. I did not study 
it, and I am not able to tell you much about it, but a report was made 
by Mr. Mordecai Ezekial under the auspices ‘of the United Nations 
that touches this question of making sure in a very scientific way that 
your surplus rice, for example, in India hits the places where it does 
not interfere with your normal procedures and does not deprive other 
governments of markets that they are entitled to. I should like to call 
attention to that. 

Senator AIKEN. I think we have done pretty well in that respect. 

Senator Humpnurey. I think we have. 

Mr. Hays. Yes; I think we have done very well. 

Senator Humpurey. Having had to move as fast as we did in terms 
of the shipments, I think there has been a reasonably good record on 
not disrupting normal markets. I have checked into it quite carefully. 

Mr. Hays. I am confident the committee will agree with me that 
it is possible for us to shift to this larger use of surpluses at home for 
our low-income people without injustice to or neglect of this other 
program, and I believe our people will support it. 

I went into the village of Adona, Ark., between elect ions—because 
J do not reserve all of my effort in the noble purpose of getting reelected 
for the election year—and I heard a man across the street say, “Is this 
the Congressman ?” 

And they said, “Yes; it is.” 

He was a blind man. He said, “Well, lead me over there. I want 
to talk to him.” 

He was a man of little income. He said, “I want to ask you if all 
this talk about our sending food abroad is all right. Are we doing 
the right thing ?” 

I said, “I can assure you we are.” And I said, “People are not 
getting enough to eat in a lot of places.” 

He said, “That’s all I want to know. I heard you were going to be 
in town, and I told my wife at breakfast I was going to ask you. 
Because,” he said, “we don’t have a lot ourselves but we don’t want 
other people to be hungry. We ought to send food to them—it’s our 
Christian duty.” 

That was from a man in Adona, Ark., who doesn’t have much of this 
world’s goods. 

There is stilla strain of idealism in the American people— 

Senator Humpurey. A great one. 

Mr. Hays. That we can count on in this program. 

Senator Humpurey. The best thing we can rely on. 

Mr. Hays. Thank you very muc *h. 

Senator Humpnrey. Thank you very much, Congressman. 

Dr. Kust, I think we will start with your testimony, and if Senator 
Cooper comes in we will ask you to yield to him. He is on his way 
over. 
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You can proceed as you wish. If you would like to have your whole 
statement made a part of the record and then to discuss some of it 
orally with us, it would be fine. 


STATEMENT OF DR. MATTHEW J. KUST 


Dr. Kusr. What I have done, Senator Humphrey, is to summarize 
very briefly my proposals which I had published last fall. 

Senator Humpnrey. Yes. I have a copy of your publication here. 
It is very good. 

Dr. Kusr. I think I am fortunate that Congressman Hays laid the 
political foundation by saying this can be very important as a weapon 
in our foreign policy. What I propose here would be a discussion of 
why I think it is important economically to these countries to give 
them surpluses so they can develop their economies at a faster and 
more rapid rate. 

This is, then, a summary of a longer article where I go into the eco- 
nomic aspects of this problem of the use of food and agricultural sur- 
pluses. 

Senator Humpurey. You refer to an article in Foreign Affairs— 
Quarterly Review of October 1956, which is on the subject matter of 
economic development and agricultural surpluses ? 

Dr. Kusr. That is right. 

Senator Humpurey. We will make this a part of our record. 

Senator Arken. The editor of Foreign Affairs made one of our fine 
reports, Mr. Armstrong. 

Senator Humpnrey. Yes. Hamilton Fish Armstrong. He did a 
fine study, an excellent study. 

Dr. Kusr. He did. What was it? Egypt? 

Senator Humpurey. Lebanon, I think. 

(The article by Dr. Kust above referred to follows :) 


EcoNoMIC DEVELOPMENT AND AGRICULTURAL SURPLUSES 
By Matthew J. Kust 


Among many pressing contemporary problems are two which receive much at- 
tention but without adequate recognition of the possibility that they may be 
related. These problems are, (1) the insufficient economic growth of the under- 
developed countries of the free world, and (2) the agricultural surpluses of the 
free world, primarily those in the United States. Approached separately, they 
have remained insoluble: but a new coordinated approach might help to solve 
both. Aid to underdeveloped countries in the form of agricultural surpluses 
might enable them to progress economically at an even faster rate than would 
be possible under the forced-draft methods of the Russians and Chinese; and at 
the same time the crisis of agricultural surpluses in America and other countries 
of the free world would be alleviated. 


II 


In the early stages of economic development large expenditures are neces- 
sary to provide basic public facilities and services such as roads, bridges, docks, 
power, water supply, irrigation, housing, health, and education without which 
there can be no satisfactory agricultural and industrial development. The cre- 
ation of this essential substructure, accounting for more than half the cost of 
initial economic development, requires largely domestic manpower and materials 
and relatively small amounts of capital goods and technical assistance from 
abroad. The basic deficiency in our present aid program, which emphasizes 
capital goods and technical assistance, is that it does not sufficiently concern 
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itself with the financing of this substructure of public facilities and services 
without which the assistance offered cannot be effectively absorbed. 

In most underdeveloped countries at least 70 percent of the people derive their 
livelihood from agriculture. Perhaps 25 percent or more constitute a manpower 
surplus, unemployed or underemployed a good part of the year. The recent 
“All-India Agricultural Labor Enquiry” revealed that the country’s 35 million 
landless laborers were employed only 6 months each year. This lack of full em- 
ployment of the country’s manpower prevents maximum production of goods 
and services and keeps the people poor, depriving many of even the minimum re- 
quirements for a healthy and satisfactory existence. 

Agricultural develoment, though vital to economic growth, cannot alone solve 
the problem. Greater employment outside agriculture is essential. That is 
one reason why the people of underdeveloped countries are so intent on indus- 
trialization. Yet the development of basic industries like iron and steel, min- 
erals, chemical, electrical goods, and heavy machinery, while requiring large 
amounts of capital, provides comparatively little employment. Moreover, such 
investment produces no consumer goods in the first instance although it is es- 
sential to sound economic growth. The development of basic industries must 
therefore be balanced with projects requiring a large labor foree, thereby 
utilizing the idle manpower of the country. Here the economic plans of under- 
developed countries usually falter for lack of domestic finance, inducing them to 
undertake programs much too modest for a satisfactory rate of economic growth. 

Perhaps no more than 20 percent of the cost of development plans is for capi- 
tal goods and technical assistance from outside the country. In spite of the 
heavy emphasis on industrialization in India’s second 5-year plan, it is esti- 
mated that only $2.8 billions out of a total outlay of $15 billions will be re- 
quired for machinery and equipment from outside the country. 

The limits to the type of foreign aid we are now providing are indicated by the 
fact that Asian countries have expended only about 50 percent of the economic 
and technical assistance made available to them since 1950. India is carrying 
about $200 million of unexpended foreign aid, mostly American, from the first to 
the second 5-year plan. There are several reasons for this, but certainly one is 
an inability to absorb the proffered aid in its present form. The large amounts 
of obligated but unexpended foreign-aid funds are an annual source of acridity 
between the foreign-aid administrators and Congress. 

Since building and construction require primarily unskilled or semiskilled labor 
and indigenous building materials it seems paradoxical that underdeveloped 
countries are unable to utilize their surplus manpower and domestic materials 
to do the job. Yet it is the inability to utilize these abundantly available re- 
sources which constitutes the main barrier to economic development. The 
problem exists because neither of the uvailable methods of achieving full em- 
ployment is feasible from both the political and economic standpoints, 

The underdeveloped country could resort to deficit financing of the construc- 
tion required for economic development. In most countries this would result in 
uncontrolled inflation. The newly employed worker would spend most of his 
wages on food and cloth and, since these commodities are not generally avail- 
able in sufficient quantities in underdeveloped countries, prices would soar. 
This can be illustrated by the situation in India. 

There are at least 25 million man-years of surplus manpower in India today. 
It would require about $1.5 billions in wages to employ fully this manpower 
for the economic development of the country.’ The recent All-India Agricultural 

szabour Enquiry found that agricultural labor families spent 85 percent of their 

incomes on food. According to the national sample surveys, over 60 percent of 
all consumption expenditures in India are on food. It is therefore reason- 
able to conclude that two-thirds of the newly created wage incomes would be 
spent on food and cloth—about 50 percent or more on food and about 15 per- 
cent on cloth. India could not safely attempt full employment through deficit 
financing unless she was assured of at least 13.5 million tons of additional 
food annually. As for cloth, India is already importing raw cotton for her 
present needs. 

Her own agricultural production cannot be counted on for an increase of such 
magnitude. India’s food production rose by 11 million tons during the first 


1 Based on a wage of a rupee (or 21 cents) per day, the average pay of unskilled labor in 
India, and a 300-day work year. 

2 Computation based on wheat at $2 per bushel and reckoned in long tons. Since wheat 
sells for less than $2 per bushel in India, the 13.5-million-ton estimate is probably low. 
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5-year plan, but half or more is attributable to a series of unusually good mon- 
soons. The second 5-year plan calls for an increase of 10 million tons, most of 
which is required merely to keep pace with the population growth. Moreover, 
the level of consumption of a large segment of the agricultural population is 
presently so low that much of any increase in production will be absorbed with- 
in the agricultural economy and will not be available to meet the demand of the 
new wage earners. Thus it is apparent that in India, for example, deficit financ- 
ing of economic development designed to bring about rapid full employment 
is not economically feasible unless a sufficient supply of food and cloth is 
assured from outside. 

The alternative method is heavy taxation of the agricultural economy. Rus- 
sia and Japan have demonstrated, in differing contexts, that this method will 
permit rapid economic development. China is emulating this pattern, Unfor- 
tunately, neither Japan, Russia nor China has employed this method within a 
democratic framework. That it is economically feasible is perhaps not in doubt. 
Through effective taxation it is possible to deny the farmer freedom of con- 
sumption of his own agricultural production in order to provide the food and 
tiber supply to meet the demand of the new wage earners. What is in doubt is 
whether this is politically practicable in a democracy, especially where the 
electorate consists primarily of farmers. 

The limitations thus imposed on the underdeveloped democracies are dis- 
turbing. India produces only 65 million tons of food grains for a population 
of 375 million people.” China is allegedly producing 175 million tons of food 
grains for about 580 million people. During her first few 5-year plans Russia was 
producing 70 to 100 million tons of food grains and had a population less than 
half that of India. Yet both Russia and China have found it necessary to 
use harsh measures to hold back consumption in agriculture and appropriate 
the surpluses for purposes of economic development. Thus India not only finds 
herself at an initial economic disadvantage but is trying to achieve economic 
development within a democratic framework in which it is not politically ac- 
ceptable to resort to similar measures. Whether due to economic or political 
factors the result is that India today is taxing only about 1 percent of her agri- 
cultural output for economic development whereas China is appropriating over 
25 percent of her agricultural output for this purpose. 

The less advanced countries seeking economic development within a demo- 
cratic framework are thus faced with a dilemma: On the one hand, heavy 
taxation of agriculture for purposes of economic development is not politically 
feasible; on the other, deficit financing is economically unsound because of in- 
sufficient resources of food and cloth. 


Ill 


If, as I believe, the principal barrier to economic development of most under- 
developed countries is insufficient supplies of food and cloth, the economic 
prosperity of many other countries of the free world is imperiled by quite a 
different hazard—the problem of agricultural surpluses. The situation in the 
United States is perhaps the most serious and intractable. Many people fear 
that our depressed agricultural economy could. well pull us into another de- 
pression, with dire consequences for the political fortunes of the free world. 
Attempts to move these surpluses into world markets have merely tended to 
exacerbate foreign relations between countries possessing surpluses in the same 
commodity. 

If the analysis to this point is sound it reveals a bitter irony. Pursuing 
independent solutions, one area of the free world has been unable to solve 
the peril to economic prosperity presented by agricultural surpluses and another 
part of the free world has been unable to solve the problem of inadequate 
economic development because of insufficient agricultural production. Yet if 
the two problems are placed side by side they reveal an opportunity for mutual 
solution and economic cooperation. The advanced countries of the world are 
already committed to a policy of long-range economic support to underdeveloped 
areas. The situation therefore appears to call for a new type of foreign aid 
which would first of all assure underdeveloped countries a sufficient supply 
of food and cloth essential to domestic finance of their economic development, 


3'The comparative figures for India and China include coarse grains, gram, pulses, tubers, 
and other human food crops. The figures for Russia include only cereals. 
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and then concern itself with the capital goods and technical assistance also 
needed from abroad. The two types of assistance—the basic consumer goods 
required for full employment of the country’s manpower and the capital goods 
and technical assistance to facilitate industrialization of the country—should, 
however, proceed pari passu for a balanced development effort. Both are 
essential but the former appears to be the more critical in most underdeveloped 
countries. 

Efforts by the United States to utilize farm surpluses in the underdeveloped 
countries have not so far been of this nature. Existing legislation’ does not 
aim primarily to | ft levels of economic development in the recipient countries, 
but is designed chiefly to enable the United States to sell surpluses against 
payment in foreign currencies. In cases where the proceeds are devoted to 
economic development, ill-advised and enervating restrictions are imposed, such 
as deposit of the proceeds to the account of the United States Treasury for con- 
trolled release. Moreover, these practices have frequently operated to displace 
sales by other countries with agricultural surpluses, thereby creating political 
problems both for us and the recipieit country. Agricultural surpluses have 
also been used, of course, to alleviate food shortages due to famine, floods, and 
other adversities, but these emergency measures add little to the positive 
economic development of the country. 

The objective of foreign aid with agricultural surpluses should be to supply 
the underdeveloped country with the food and cloth needed to achieve full 
employment of its idle manpower as fast as this can be organized administra- 
tively. Such an aid program would be possible only under a long-range commit 
ment after the pattern of the Marshall plan. It would be unfair and probably 
impossible to ask the underdeveloped countries to launch a program of deficit 
financing which would be ruinous without an assured supply of food and cloth for 
a period of years. A minimum commitment of 5 years, the usual planning 
period, would be desirable, with a policy statement in the legislation that the 
program would be continued thereafter if the underdeveloped countries had 
demonstrated the success of the program. 

Ideally, a plan of foreign aid based on agricultural surpluses would embrace 
all the countries of the free world. The advanced countries would be expected 
to transfer their agricultural surpluses to the underdeveloped countries on a 
grant basis, while the underdeveloped countries with agricultural surpluses 
would have to be offered a quid pro quo. Burma and Egypt, for example, conld 
not be expected to join such a program unless they were assured that the use 
of their present rice and cotton surpluses would redound to their benefit. The 
countries of the free world might establish a commodity exchange union which 
would operate to absorb and reallocate the agricultural surpluses of the under 
developed countries for their mutual economic development. American wheat 
could be exchanged for Egyptian cotton and the cotton delivered to India for 
her enhanced economic development effort. In this manner Egypt would receive 
a greater supply of wheat, which she must normally import, and India a greater 
supply of cotton. 

An industrialized country such as Japan could also be included in the opera- 
tion of the commodity exchange union. Many countries in Asia do not yet 
possess a sufficiently developed textile industry to meet their cloth requirements. 
Burma is such a country; she imports finished cloth. In this case raw cotton 
could be supplied to Japan for manufacture into cloth for Burma. Japan 
could take Burma’s rice in payment for her manufacturing services. The raw 
cotton would be furnished free of cost to Burma under the foreign-aid program. 
Triangular arrangements of this nature could form the basis of the commodity 
exchange union. In fact, such triangular arrangements are already beginning 
to evolve spontaneously in Asia to meet the problem. The recent barter agree- 
ment among the Philippines, Burma, and Japan involving sugar, rice, and 
manufactured goods is an example. 

It is not possible to determine the precise magnitude of the proposed aid with- 
out a comprehensive country-by-country study of the food and cloth requirements 
for full employment and the agricultural productive capacities of the countries 
with surpluses. The free world could well absorb its existing agricultural sur- 
pluses and find production insufficient to give full support to all the underdevel 
oped countries wanting to participate in the program. Rice might create such a 
problem because of the consumption habits of many people in Asia and other 


‘ Agricultural Trade Development and Assistance Act of 1954 and sec. 402 of the Mutual 
Security Act of 1954 
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underdeveloped areas. It is also possible that the supply of cotton might become 
tight. Consumption habits may change quickly to better food grains and more 
cloth as the underemployed earn larger incomes. Even on the basis of existing 
consumption patterns, India would theoretically require a billion dollars worth 
of food and cloth from abroad annually to permit full employment of her surplus 
manpower through sound deficit financing. 

Assuring an adequate supply of food and cloth would not eliminate the need 
for capital goods and technical assistance. In fact, the need for these forms of 
aid might be expected to increase as the tempo of economic development increased. 
It might not, however, be necessary to meet this increased need for capital goods 
and technical assistance through foreign aid. Once the underdeveloped country 
demonstrated the vigorous economic growth that is possible with an assured 
supply of food and cloth it would be in a stronger economic position to borrow 
from the World Bank and other international financial institutions.’ In fact, 
these institutions might for the first time be able to operate on the scale they 
were intended to function. It is not unreasonable to expect that the capital 
goods and technical assistance required could be obtained without recourse to 
grants. 

Private investment and technical assistance would also be expected to flow more 
freely into the underdeveloped countries. At present there are three important 
deterrents to this form of aid: (a) Inadequate development of public services, 
(b) lack of a broad market for manufactured goods, and (c) the uncertainty of 
the survival of democratic political institutions. All three deterrents would be 
substantially diminished by rapid internal economic growth made possible by 
foreign aid with agricultural surpluses. Although we should not assume that 
no additional aid would be needed to provide capital goods and technical assist- 
ance, these can be provided primarily in the form of easily serviceable loans 
rather than grants. 

A salutary effect of such foreign aid would be its tendency to broaden the 
market for manufactured goods within the underdeveloped country. As we have 
seen, approximately one-third of the new wages would be spent on commodities 
other than food and cloth. With their increased earnings from full employment, 
workers would soon diversify their consumption toward bicycles, sewing ma- 
chines, plastic products, and other machine-made goods. In the beginning there 
might be great unfulfilled demand for these goods and prices would rise, but this 
kind of inflation should be welcome because it would be a powerful stimulant to 
domestic and foreign private investment. As long as inflation can be controlled 
with respect to basic consumer goods like food and cloth the underdeveloped 
country need not be unduly concerned about inflation involving manufactured 
goods. 

The countries which export capital goods, such as Japan, Germany, and Eng- 
land, whose prosperity and political stability depend upon foreign markets for 
their manufactures, would also benefit as demand increased and foreign exchange 
became more available. The anticipated economic growth of the underdeveloped 
countries under a foreign-aid program based on agricultural surpluses would 
provide the best assurance of export markets for the capital goods of the indus- 
trialized countries. It cannot be overemphasized that the aim of the suggested 
aid program is to increase sharply the tempo of economic growth in underdevel- 
oped areas; and this in turn will increase the demand for both agricultural and 
manufactured commodities from abroad. 

How long may an aid program based on agricultural surpluses be expected to 
last The objective of such foreign aid may be considered fulfilled when the 
underdeveloped country has created full and permanent employment outside 
agriculture for the majority of its labor force and has developed agricultural 
production adequate to supply the food and fiber requirements of that labor force. 
In some countries this objective may never be fulfilled. In others the achieve- 
ment of this goal may be made more difficult by tremendous population growth. 
Nevertheless, it would seem reasonable to expect these conditions to be achieved 
within a generation or so, say 25 years, in most underdeveloped countries. During 
the latter part of the period it could be expected that the need of food and fiber 
supplies from abroad would decrease steadily as development of land and water 
resources and agricultural techniques give rise to greater agricultural production. 


5 Jn the international discussions involving the financing of the Aswan Dam, the World 
Bank was disturbed about the inflationary propensities of Egypt's development plans which 
might make it difficult to service the loan. Concern on this point would have been greatly 
relieved under a foreign-aid program which would alleviate the dangers of inflation and 
assure Egypt a market for her vital cotton crop. 
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IV 


Many objections will be found to a program of foreign aid with agricultural 
surpluses. Among them may be these: 

(1) Underdeveloped countries would hesitate to accept such foreign aid even 
under a 5-year commitment for fear of becoming economically subservient to for- 
eign countries. They would fear that once they became dependent on large 
supplies of agricultural commodities from abroad they would be vulnerable to 
pressures for political and military alliances. 

These are serious problems from the standpoint of the recipient country. A 
partial solution might be to accumulate at the outset a stockpile of agricultural 
commodities within the underdeveloped country. This wold give the recipient 
country a measure of security in the event of delays in delivery or termination 
of the agreement by either party. The availability of adequate storage facilities 
might present a problem. Although projects are underway in many countries 
for construction of storage facilities, they will require time for completion and 
may not be sufficient for this purpose. As an interim measure, the United States 
zyovernment could lease to the underdeveloped countries the Liberty and Victory 
ships in which some of our agricultural surpluses are stored to serve as tempo- 
rary granaries in their ports. Further, many of the fears of the underdeveloped 
counties might be allayed if the program were genuinely international. 

(2) The organizational and administrative capacity of underdeveloped coun- 
tries is not adequate to step up the tempo of economic development by utilizing 
large quantities of agricultural surpluses. 

It is difficult to estimate how quickly the underdeveloped countries could 
organize for such foreign aid. Different results would doubtless obtain in dif- 
ferent countries. In the case of India, it would not appear unreasonable to 
expect 10 million of her idle manpower to be brought into full employment by 
the end of the second 5-year plan in March 1961. Perhaps she could surpass this 
goal. Such increased employment would achieve a very satisfactory rate of eco- 
nomic growth. In contrast, India’s present 5-year plan, for which finance is not 
yet assured, is expected to create only about 8 million jobs outside agriculture, 
which will barely absorb the additions to the labor force due to population growth 
during the period. To deny that underdeveloped countries are capable of increas- 
ing the tempo of economic development is unacceptable without admitting defeat 
from the start. If China can organize for such increased economic activity, so 
ean India once the financial obstacles are mitigated or removed and providing 
technical assistance is available. 

(3) The problem of agricultural surpluses would merely be postponed and 
perhaps even aggravated. 

It would probably be inadvisable to permit American agriculture to exceed its 
present level of production merely for the sake of the aid program. But it could 
be reasonably expected that domestic requirements for food and cloth will in- 
crease over the next 25 years as our population increases, thereby absorbing 
today’s excess production or reducing it to manageable proportions. Moreover, 
the increased economic activity in the underdeveloped areas stimulated by the 
aid- program should create permanent markets for some of the present surplus 
agricultural production. In the world as a Whole, agricultural production must 
obviously be increased substantially in the years ahead. 

(4) The existing markets for agricultural commodities would be disturbed and 
undermined by such an aid program. 

This objection assumes that national surpluses represent overproduction in the 
world at large. This cannot, however, be the case when so many people of the 
world are undernourished. The Russians have been quick to exploit the irony 
of our policy of retrenchment in agricultural production while much of Asia lives 
on the verge of starvation. 

The people of the underdeveloped areas are undernourished because they are 
not employed productively enough to be able to purchase adequate quantities of 
food. The surpluses are, therefore, the result of a low level of economic 
activity in large parts of the world. A foreign-aid program designed to increase 
consumption of. food and cloth would augment rather than undermine the 
markets for agricultural commodities. This stepped-up level of consumption 
could create new, permanent markets for the free world’s agricultural produc- 
tion. 

(5) Underdeveloped countries would be encouraged to place undue emphasis 
on industrial rather than agricultural development and thus become dangerously 
dependent on food and fibers from abroad. 








1e 
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The objective of foreign aid with agricultural surpluses is to fill a temporary 
need due to inability of an underdeveloped country to increase its agricultural 
production rapidly enough. There is no reason to assume that agricultural 
development would be ignored. It must be remembered that agricultural de- 
velopment is vitally dependent upon such facilities as roads, irrigation, health, 
and education which the suggested aid program is designed to make possible. 
Ultimately, therefore, it would assist the underdeveloped country toward greater 
self-sufficiency in food and fibers. 


Although the political, administrative, and international obstacles may be 
formidable, a substantial program of foreign aid with agricultural surpluses 
appears to be sound and eminently desirable. But the validity of the argument 
should not be impugned merely because the scale of the program may seem too 
large. It is possible that the agricultural surpluses available may prove to be 
less than expected or that the problems involved in a large-scale program are 
more substantial than they appear. But the approach that. has been outlined 
has the advantage that it can, if necessary, be undertaken on a more modest 
scale and can be terminated, given due notice, if it proves unworkable. The 
important point to be recognized is that agricultural surpluses can be used to 
stimulate a sounder and more rapid economic development than is now taking 
place in the less advanced countries of the free world. 

Dr. Kusr. We have now been engaged in economic and technical 
assistance to the underindustrialized areas of the world for a number 
of years through our foreign-aid programs. I believe it is more im- 
portant at this time to make certain reforms in our effort to assist the 
underindustrialized countries than it is to increase the scope of the 
present programs. In fact, it might prove futile to augment our pres- 
ent foreign-aid programs to these countries without first making cer- 
tain changes in our approach. 

A basie change which I believe is necessary for more effective aid 
to underindustrialized countries is the greater use of our agricultural 
surpluses for their economic development. 

Foreign aid with agricultural surpluses would serve to resolve two 
pressing contemporary problems: (1) The insufficient economic 
growth of the underindustrialized countries of the free world, and 
(2) the economic crisis in American agriculture. 

Our present foreign aid to underdeveloped countries is predicated 
primarily on providing capital goods and technical assistance required 
from outside for their development plans. But the capital goods and 
technical assistance required from outside the country are, perhaps, 
no more than 20 percent of the cost of its developments plans. 

Senator Humpurey. Excuse me, Dr. Kust. 

Senator Cooper, I know you are in a hurry, as you always are 
because you have got much to do. 

Senator Coorer. Thank you. 

Senator Humenurey. I told Dr. Kust we are going to have to ask 
him to yield to you whenever you came in the door. 

Senator Cooper. He is probably going to say much better what I 
was going tosay. I must say I have learned a lot from him. 

Senator Humpurey. Why don’t you remain right here with us, Dr. 
Kust, and we will go to Senator Cooper. 

Senator Coorrr. I appreciate this. Thank you. 

Senator Humpnrey. Thank you very much, Senator, for coming 
before the committee today. 
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STATEMENT OF HON. JOHN SHERMAN COOPER, A UNITED STATES 
SENATOR FROM THE STATE OF KENTUCKY 


Senator Cooper. Senator Humphrey and members of the committee, 
I appreciate very much this opportunity to express my views on the 
importance of Public Law 480, and I want to commend you, Senator 
Humphrey and Senator Aiken and the members of the committee, for 
the interest that you are showing in holding this hearing to explore 
and develop the uses and values of Public Law 480. 

With you, I had the opportunity to vote for its enactment in 1954, 
and since that time to see its practical application in at least one 
country—India. 

I believed, at the time of its enactment, in its purposes and IT may 
say now that I view it as one of the most valuable programs of our 
Government and people. 

[ need not tell this committee that the uses of at least a portion of 
the foreign currencies that may accrue to the United States can be 
of immediate and direct value to our own country. 

In Report No. 188 of your committee, the committee indicated some 
of these uses. ‘Among’ them are market development, payment of 
United States obligations overseas, and procurement of strategic 
materials. All of these represent returns to the United States which 
can be ascertained in terms of repayment in dollars. 

But at this hearing I would like to speak briefly of other results 
of this program which I believe are of great benefit to the countries 
receiving our surplus food and of tremendous value to the immediate 
and long- range purposes of United States foreign and domestic policy. 

Today, I may illustrate from time to time from my experience in 
India, but I point out that I consider the statements that I make 
applicable to many other Asian countries and to Middle Eastern, 
African, and American countries as well. 

I do not believe that the operation, purpose, and accomplishments 
of Public Law 480 programs are fully enough or widely enough 
understood throughout the United States. Beyond the return to the 
United States in ‘goods ¢ and services, which I have mentioned, I sug- 
gest that we are doing these things under Public Law 480: 

First, we help supply the basic needs of people for food and for 
fiber from which clothing is made. 

It is a common experience with newly independent countries that 
their people, upon achieving political independence, demand and 
expect an immediate increase in the supply of food and clothing. 
This need, of course, existed long before, when independence was 
denied by colonialism, but politic: al freedom made it possible for the 
people to demand more insistently that this need be met. 

The first problem of the governments of newly independent and 
underdeveloped countries is to provide more food and fiber for their 
people. The need is very real and urgent—for an improved and more 
adequate diet, for a more uniform supply of food throughout the 
country and from one season of the year to the next, to raise the health 
level of the population, and to take care of the dietary needs of the 
children. 

If the democratic governments of these countries cannot meet this 
first need, their people may in time look for other systems of gov- 
ernment. 
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The urgent nature of this need for a larger and more stable supply 
of food can be seen by comparing standards in such industrially ad- 
vanced countries as our own with those of a representative country 
like India. Americans, with an average annual income of about 
$2,000, consume an average of 3,200 ec: alories every day. Indians, on 
the other hand, have an average annual income of $55 and an average 
daily consumption of 1, 700 calories per person. 

( ‘onsequently, emphasis must be placed on the development of the 
countries’ agricultural economies 

Through our point 4 program we are endeavoring to help by sup- 
plying technical agricultural assistance, farming tools and supplies, 
and expert farm personnel—all of which are designed to help in- 
crease the quality and quantity of a country’s agricultural production. 
But it is a slow process—our point 4 assistance, while important, is 
a minor factor. The chief effort for agricultural development rests 
with each country, itself, and many of them, like India, have made 
great and heroic progress. 

In the meantime, however, while agricultural production is develop- 
ing, many of these countries have been faced with an immediate and 
critical need for large supplies of food and fiber. It is here that our 
broadly conceived Public Law 480 programs have been of great help, 
and I hope will continue on an expanded basis to be of critical as- 
sistance. They fill the gap, in part, as a country makes its great 
flort to improve agricultural production. 

The second point I make is that, under Public Law 480, we are 
helping prevent runaway inflation in countries beginning industrial 
expansion. 

As the committee knows, nearly every country in the world is en- 
gaged in an all-out effort to raise the living standards of their people. 
They seek to accomplish this through increased agricultural produc- 
tion and increased industrial production. There 1s not a country, as 
I know my friend the doctor will testify in a few minutes, that upon 
achieving independe nee does not mean to raise the standards of its 
people. It requires industrial advancement as well as agricultural 
advancement. 

But as this development progresses, more people 270 to work and 
mu a income is produced. And the first use of this income is for food 
and clothing. It could not be used for much else. An advance in 
individual income of $2 to $5 per year can only go to basic needs- 
food and clothing. 

However, unless agricultural production keeps up with this in- 
creased purchasing power made av: on ible through industrial develop 
ment, the bk and bitter eye le of inflation takes over. Thus, shightly 
increased income is more than snigemmiael by the artificially higher 
prices paid for food and clothing. And this can result in the people 
being no better off, and sometimes far worse off, than before the de 
velopment program started. At least it can endanger the chance of 
progress in a country striving to advance. 

By supplying large amounts of food, Public Law 480 compensate 
for part of the lag in agricultural production and helps supply the 1e 
food. and clothing the people want to buy with their increased income. 
It isa valuable instrument in the fight against inflation. 
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The third point I make is that Public Law 480 programs help fi- 
nance the agricultural and industrial development efforts of under- 
developed countries. I know that is the purpose of this act, and you 
know it well—— 

Senator Humpurey. Yes. 

Senator Coorer. But I would like to comment briefly on it. 

This is best understood by describing the actual operation of the 
program. The United States sells food and fiber to governments 
being aided, which agree to repayment in their local currency. The 
government, in turn, sells these commodities to its people for local 
currency—in Indian rupees, for example. The government's income 
from the sale of Public Law 480 supplies thus becomes part of the dis- 
posable national income. 

And rather than eee the government to pay for the commodi- 
ties immediately, the United States agrees to lend back to the gov- 
ernment the local currencies it hi IS Te’ eived from the sale of our sur plus 

crops to its people. Thus, this income becomes a fund from which 
countries are able to finance economic development projects, projects 
which the recipient country and the United States work out mutually, 
but which the recipient country initiates and completes. It is their 
work and their program. 

All of us know that investment for industrial expansion depends 
on savings. The tremendous expansion taking place in this country 
today is financed by the private savings of our people. Yet, we hardly 
consider this fact—this necessity—we are so accustomed to it. But 
in countries whose people barely live above survival there is little scope 
for saving. Compare the average income of an individual in the 
United States of over $2,000 per year with an individu: u's _income in 
India where 380 million people earn an average of $55 to $57 per year, 
and where 95 percent of their people have incomes of less than $300 
per year. 

And, again, I point out that this situation may be better than in 
other countries. 

Obviously, when the average income is $55 or less per year, there 
is little scope for savings and investment, and savings must Ve pro- 
vided chiefly by taxes. 

But Public Law 480 provides a new source of funds for local de- 
velopment and investment; that is, sales to the people. And, at the 
same time, it increases potential savings for development purposes by 
holding b: ick the sav ings-depleting impact of inflation. 

Related to this development effort, Public Law 480 accomplishes 
another purpose. It helps the recipient country save a part of its 
scarce supply of foreign currencies to purchase capital goods which 
can be supplied only from outside the country and without which it 

cannot develop industrially. 

This fact is especially significant, since one of the major obstacles 
to economic development in such new nations is the great difficulty 
in accumulating supplies of foreign currency and savings from its own 
people. 

A country may develop local funds to pay its labor, to purchase 
local material, and build plants with local materials, but unless it 
can place in the plants, the tools, machinery, steel, and so forth, that 
are only obtainable in other countries, it cannot advance. And it must 
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have foreign currency to purchase such necessary supplies of capital 
goods abroad. 

In this respect, Public Law 480 works this way: 

It permits the country to supply food and fiber without purchasing 
additional large supplies in the world market for which it would have 
to pay in foreign currency. 

It permits the country to manage its reserves of foreign currenc y 
and to use these reserves to buy wealth-producing capit: al goods on 
the world market. 

I might say, Mr. Chairman and members of the committee, that I 
think that the action of the Foreign Relations Committee—and both 
of you were on that committee this year—in the creation of a devel- 
opment-loan fund is one of the great advances in our aid program. 
[ do not believe it is widely understood throughout the country. 
You all understand it—you are on the committee—but the different 
programs and the different purposes of our programs are not widely 
understood. A great many people think that point 4 will solve the 
problems of a newly developed country. Point 4 programs are very 
good. They are human programs. They go to basic needs—health, 
education, agriculture. But they do not provide—immediately, at 
least, though they provide training—any funds for industrial expan- 
sion, which is a major part of the development of a country 

So, Public Law 480 does have a way of helping supply foreign 
currency, because it enables a country to husband and manage its re- 
serves of foreign currency and helps save them from being spent in 
an inflationary period or time of need to buy great amounts of food. 

Senator Humpnrey. This is a point, Senator Cooper, that Senator 
Aiken has been stressing very effectively; that where a country has 
such limited amounts of dollar exchange or pound sterling, inte 
tional exchange, with the food program, that which is available ; 
terms of the international exe ‘hange or hard money is usable for capit: al 
goods. 

Senator Coorrr. That is right. 

Senator Humrnrey. I think it is a tremendously important point. 

Senator Coorrer. It is the most flexible program, I think, that we 
have got. 

Finally, of great psychological importance, it provides a means 
whereby a whole nation contributes directly to the development of 
its economy, by realizing that the money they spend for the necessities 
of life—and T am speaking about the recipient country—will in turn 
help stimulate greater agricultural and industrial production and 
further advance the country’s standard of living. 

For example, in a recipient country each person who buys food for 
local currency is contributing to the advancement of his own nation 
in providing those resources. It is the broadest contribution that 
the people of these countries can make. 

Senator Humpnrry. Yes. 

Senator Coorrr. I may say, from our side it is probably one of the 
broadest contributions we make too. 

Senator Humrnrey. Instead of under normal circumstances, where 
the individual buying the food would be using up the capital 

Senator Coorrr. Yes. 

Senator Humrpnrey. He actually creates it. 
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Senator Coorrer. He creates it. 

Senator Humpurey. He uses food and creates the local capital. 

Senator Cooper. It has great psychological importance 

I want to conclude by suggesting that one aspect of Public Law 
480’s significance can be best appr eciated when we contrast our opera- 
tions under the program with the operations of Soviet Russia. Rus- 
sia has started its own foreign-aid program, and I am sure will make 
progressively available a larger amount of loans to underdeveloped 
countries. Whether they are called loans or credits, I think we have 
to take into account that Russia has begun a program which will pro- 
gressively increase in size and scope. 

Senator Humruney. Yes. 

Senator Cooper. It is also supplying a certain amount of capital 
goods for development purposes. It will send steel and tools to these 
countries. And, finally, it is training personnel in technologic al proc- 
esses both on the spot and in factories in the Soviet Union. Not only 
are they training engineers, but they are training skilled workmen 
and supervisors. It is a big program, and it is a pretty effective pro- 
gram, and I think it is going to become more and more effective, be- 
cause it can provide some things that up to this time our aid program 
has not fully provided. 

It can provide continuity; long-term help. It can provide an as- 
surance of capital goods, w hic h we cannot always assure, because our 
Government is separate from our private industry. And, thirdly, it 
can provide training for their workers. 

The United States can do and has done all these things. And we 
began to assist many of these countries in a time of real need, at the 
time they had attained political independence, an independence to 
which we had given our sympathy, and, in many cases, our assistance. 
And at that time the Soviets were denouncing many of the govern 
ments and leaders of these countries as reactionary and counterrevo 
lutionary. 

But, in addition, we can do something Russia cannot do. We ean 
help supply the most basic need of peoples— food—in large quanti 
ties. We can give food and fiber, that is, with liberty. And by sup 
plying the most fundamental requirement of countries struggling for 
dey ‘elopment throughout the world, we can accomplish the “ idiary 
and important assistance I have described in this statement, an assist 
ance which otherwise might lose much of its value a ivank famine 
and inflation. 

I have not me ntioned our koreren HOU aims here, but I am sure 


that all of us consider as one of our great aims that these newly devel- 
oped, newly independent countries W il remain free and independent 
and sovereign countries. They have chosen the democratic system 


and its ohiiations. ‘Bat their people will judge these democra 
systems by, among other things, the measure in which they are able to 
meet the needs of these people, to maintain economic stabili ity and 
raise living standards. we e can assure them in speeches and in resolu 
tions of our ood intentions, but unless we follow through with Pp 
grams which will bolster the operation of the democratic systems, they 
could fail. 

And I point out again that food is the first requirement and that 
the United States is the only country in the world with a capacity to 


4] c 14? 


supply the ,ood ‘ is needed. 
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I say one other thing: As you know, the U ae States makes avail- 

able food to charitable and church organizations for direct delivery 

to peoples- 
enator Humrurey. Yes. 

Senator Coorer. And we also make available food in times of dis- 
aster. And that is very important. 

I would not want to close without paying a tribute to the independ- 
ent agencies and the churches, which in programs of their own dis- 
tribute surplus food in areas of great need or famine. Theirs is a 
work inspired by the noblest purposes and to meet the most imme- 
diate need of human beings. 

Also, I am not ash: med to say that the people of our country, with 
all its abundance of food, have some moral and spiritual obligation to 
make available at least a part of its riches to those who need and 
those who struggle to advance themselves. I express my admiration 
to you, Senator Humphrey, Senator Aiken, and the members of this 
committee, for the effort you are making to improve and to expand, 
if necessary, the aid programs which came into operation under Pub- 
lic Law 480. 1 expres my conviction that we are making a great con- 
tribution to the peac and well-being of the world, and to the success 
of our best objectives in foreign policy. I hope that this important 
program can be expanded and developed to make even greater con- 
tributions in the future. We are in the unique position of being able 
to say to the peoples of the world struggling to achieve equality and 
freedom : “There can be both freedom and food.” 

Senator Arken. With regard to your statement, John, that the 
United States can give food, that brings up a matter which concerns 
me considerably. We can give food, the most precious thing we 
can give in the final analysis. There is also a feeling that we could 
well have reserves of food available in different parts of the world. 
However, I am a little apprehensive over the United States storing 
food in these countries for fear that there might be a class of people 
there who were not getting all they wanted, and they would be point- 
ing to us, the great nation with food that was almost spoiling, as 
havi ing it there and not letting them have it. 

I have had a feeling that we should help these areas on generous 
terms to provide the storage, sell them the food, and then let “them be 
responsible for it. Because I am afraid that if the food supplies are 
there and then they get a little short, even though they do not ap- 
proach famine, that they might point at us rather critic: ally. 

Also, one purpose of having the food stored in these places, as in 
India, is, as Senator Cooper pointed out, the prevention of inflation. 
Food stored in our name there probably would not be quite as effee- 
tive in preventing inflation. 

Senator Cooper. I was thinking more in terms of provision of food. 
We can supply food. I like the present system—sale for foreign cur- 
rency. 

Senator ArkeN. The other angle to that proposal is the necessary 
rotation, assuming that is not used up within 2 or 3 years. If grain 
particularly is stored, it should be rotated. And it could be rotated 
from stocks produced in that country if it was in the hands of the 
government of that country. 

Senator Cooper. Yes. 
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Senator Humeurey. I do not think that the public is aware at all 
of what really anni up at the United Nations this session in 
terms of what you are talking about, Senator Aiken. 

As you know, it was my privilege and opportunity to handle that 
topic for the Government. We had a lot of negotiations ahead of 
time. ‘There were some of us who were for this international food 
and fiber reserve. But we finally worked it out where, instead of just 
being opposed to something, we went on record for something. And 
what we went on the record for is what you are talking about now. 

Senator Arken. Yes. 

Senator Humpnrey. It would be an exploration of a national food 
reserve. Not where it would be United States food but where we would 
actually make available to food-deficit areas and food-deficit coun- 
tries food, selling it to them for their currencies, that would be avail- 
able for their own storage, their own management, under their own 
title, and we would help them get started in this by literally giving 
them some food to offset the costs of building the initial storage 
facilities. 

Senator Arken. That I would say is making progress. We have 
had suggestions before, but nobody has ever worked out details or 
considered some of the weaknesses of various plans. 

But I think that each country should probably mostly assume the 
responsibility of determining when it was necessary to release reserves. 

Senator Humpnrey. Right. 

Senator Arken. They could do it better than anyone else could. 

Senator Humpurey. Exactly. 

Senator Arken. Then they could not say it was interference. 

No doubt there might be some governments that would take some 
advantage of that, but I do not think many of them would. If they 
cid, there should be some way to handle it. 

Senator Humpurey. I was rather disappointed that this proposal 
did not get more general public notice, because it was unanimously 
accepted by the U mited Nations. And, by the way, many countries 
that had felt we would never go anyw here, would’ refuse to partici- 
pate, came up to me afterw ard and thanked us for the expression of 
our willingness to do these things. And we are now on record from 
the President and the Department of Agriculture, the Secretary of 
State, the State Department, to our U nited Nations delegation, for 
the establishment of national food and fiber reserves with twofold 
American participation: First, to provide for storage facilities; and 
second, to make available to countries, under the terms that you have 
expressed, Senator Aiken, for their management, these food reserves 
in food-deficit areas. I think this has tremendous possibilities over 
and beyond even what we have been talking about here. 

Senator Aiken. And they would have freedom of rotation. 

Senator Humenrey. That is right. 

I have one request of you, Senator C ooper. I wish you would take 
the liberty of either placing this statement of yours in the Congres- 
sional Record or letting one of us do it. There is a reason for ‘this. 


There is so little information that gets out, and there are a couple of 


hundred thousand copies of that rec cord that go out to people that are 
interested in public matters, and this is a concise, pointed well- 
developed, well-reasoned statement. I would like to see it in the 
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Record. I would prefer you put it in, because it is your statement. 
If not, either Senator Aiken or myself are going to ask one another 
to do it. 

Senator Coorrr. I prefer one of you do it. 

Senator Humrnrey. Will you do that for us? 

Senator Coorer. I would want to improve the grammar and syntax. 

Senator Humpnrey. You improve it as you “wish, but please do 
it for us. 

Senator Cooper. I would again like to say that from my own ob- 
servation of the uses of this program and its practical application— 
and I might say that during my stay in India there was negotiated, 
I think, the largest Public Law 480 agreement in the history of this 
programi—— 

Senator Humenurey. That is correct. 

Senator Coérrer. I think it is one of the most valuable programs 
that our country has in our relations throughout the world, because of 
the uses to which it can be put. 1 do not know whether it is widely 
understood or not, but I hope it is. 

And again I compliment both of you for the great fight you are 
making. 

Senator Humprurey. We want to thank you for your testimony. 
And let the record reveal that you, sir, are one who has been in this 
not only theoretically but on the practical application of the program. 

Senator Coorer. Thank you. 

Senator Humeurey. Thank you. 

Now, Dr. Kust, we want you to continue with your statement. 

Dr. Kust. What I have to say now is going to largely implement this 
problem of inflation that Senator Cooper ‘addressed himself to. 

In the early stages of economic development, large expenditures are 
necessary to prov ide basic public facilities and services, such as roads, 
bridges, docks, power, water supply, irrigation, housing, health, and 
education. Without these there can be no satisfac tory agricultural 
and industrial development. 

The creation of this essential substructure, accounting for more than 
half the cost of initial economic development, requires largely domestic 
manpower and materials and relatively small amounts of capital goods 
and technical assistance from abroad. Yet most underindustrialized 
countries are unable to undertake such development work on a satis- 
factory scale. As a result they are unable to absorb large amounts 
of capital goods and technical assistance for industrialization. 

This presents a curious paradox, indeed, for most underindustrial- 
ized countries have great numbers of unemployed workers and sufli- 
cient building materials. But the underindustrialized country is 
usually confronted with a choice between two difficult courses in 
financing the utilization of these abundantly available resources, 
neither of which is feasible from both the political and economic 
standpoints. 

It could resort to deficit financing of the construction required for 
economic development. In most countries this would result in un- 
controlled inflation. The newly employed worker would spend most 
of his wages on food and cloth and, since these commodities are not 


generally available in sufficient quantities in underindustrialized coun- 
tries, prices would soar. 
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This can be illustrated by the situation in India where there are 
at least 25 million unemployed people. It would require about $1.5 
billions in wages to employ fully this manpower, About two-thirds 
of the newly created wage incomes would be spent on food and cloth, 
requiring at least 13.5 million tons of adidtional food annually, which 
Indian agriculture is not capable of producing. Thus, it is apparent 
that in India, for example, deficit financing of economic development 
designed to bring about full employment is not economically feasible 
unless a sufficient supply of food and fibers is assured from abroad. 

The alternative method of financing economic development is heavy 
taxation of agriculture. Russia and Japan have demonstrated, in 
differing contexts, that this method will permit rapid economic de- 
velopment. China is emulating this pattern. Unfortunately, neither 
Japan, Russia, nor China has employed this method within a demo- 
cratic framework. It is no doubt economically feasible through ef- 
fective taxation to deny the farmer freedom of consumption of his own 
agricultural production in order to provide the food and fiber to meet 
the demand of the new wage earners. But it is doubtful that this 
is politically practicable in a democracy, especially where the elec- 
torate consists primarily of farmers. 

Underdeveloped countries seeking economic development within a 
democratic framework are thus faced with a vicious dilemma: On 
the one hand, heavy taxation of agriculture for purposes of economic 
development is not politically feasible; on the other, deficit financing 
is economically unsound because of insufficient resources of food and 
cloth. 

If, as I believe, the principal barrier to economic development of 
most underdeveloped countries is insufficient supply of food and 
cloth, the economic prosperity of many other countries of the free 
world is imperiled by quite a different hazard—the problem of agri- 
cultural surpluses. The situation in the United States is perhaps 
the most serious and intractable. It has depressed our agricultural 
economy, and our attempts to move these surpluses into world mar- 
kets have merely tended to exacerbate our relations with other coun- 
tries possessing surpluses in the same commodity. 

If the analysis to this point is sound, it reveals a bitter irony. Pur- 
suing independent solutions, one area of the free world has been un- 
able to solve the peril to economic prosperity presented by agricul- 
tural surpluses and another part of the free world has been unable 
to solve the problem of inadequate economic development because of 
insufficient agricultural production. Yet, if the two problems are 
placed side by side, they reveal an opportunity for mutual solution and 
economic cooperation. 

The industrialized countries of the world are already committed 
to a policy of economic support to underdeveloped areas. The situa- 
tion therefore calls for a new type of foreign aid which would first 
of all assure underdeveloped countries a sufficient supply of food and 
cloth essential to domestic finance of their economic development 
and then concern itself with the capital goods and technical assist- 
ance also needed from abroad. 

The objective of foreign aid with agricultural surpluses should 
be to supply the underdeveloped country with the food and cloth 
needed to achieve full employment of its idle manpower as fast as 
this can be organized administratively. Such an aid program would 
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be possible only under a long-range conimitment. It would be unfair 
oe probably impossible to ask the underdeveloped countries to launch 
a program of deficit financing which would be ruinous without an 
assured supply of food and cloth for a period of years. A minimum 
commitment of 5 years, the usual planning period, would be desirable, 
with a policy statement in the legislation that the program would be 
continued slereatvie if the underdeveloped countries had demon- 
strated the success of the program. 

Assuring an adequate supply of food and cloth would not eliminate 
the need for capital goods and technical assistance. In fact, the need 
for these might be expected to rise as the tempo of economic develop- 
ment increased. It might not, however, be necessary to meet this in- 
creased need for capital goods and technical assistance through for- 
eign aid. Once the underindustrialized country demonstrated the 
vigorous economic growth that is possible with an assured supply of 
food and cloth it would be in a stronger economic position to borrow 
from the World Bank and other international financial institutions. 

Senator Humpurey. I think that point needs to be underscored. 
I suppose it is fair to say that one of the reasons the United States 
had such a phenomenal industrial growth was that at all times we 
had an agriculture which was able to produce plenty. Thereby, there 
was never a struggle for subsistence. 

Dr. Kusr. That is right. 

Senator Humrnurey. And, secondly, you were able to produce more 
than enough so you could release manpower from agriculture to go 
into the pursuits of industry. 

Dr. Kust. Exactly. Our agriculture was developed, so it was more 
efficient. 

Senator Humenrey. Exactly. We had the blessings, of course, of 
good, fertile land and a very industrious people—— 

Dr. Kusr. Right. 

Senator Humpurey. And a new society that was predicated on some 
mighty fine principles. 

Dr. Kusr. Yes. 

Senator Humpurey. So we got a sort of clean start in life. We did 
not have to pick up with mercantilism or feudalism. We sort of 
rubbed the board clean and started all new. 

Dr. Kusr. It is very fantastic 

Senator Arken. We always owed enough money so we were sure 
of a market for what we produced. But I am not sure I would recom- 


mend that for every underdeveloped country in the world, although 
it has—— 





Senator Humpurey. It has advantages, George. 

Senator Arken. It has its advantages. 

Dr. Kusr. They are much more up against it economically than we 
were because of this fact that you point out. We had ample agricul- 
ture to step into the breach and provide the basis for this rapid devel- 
opment, which they do not have in many cases. 

Senator Humpurey. Well, it is something like an individual’s life. 
When you are so poor that you have to spend all of your time just 
groveling out a living—I mean just scratching gravel to get enough 
to eat—you never have any time for anything else. 

Dr. Kustr. That is right. Even any time to accumulate wealth. 


95262—57——_33 














506 POLICIES AND OPERATIONS 


Senator Humrurey. No time to even live. You “exist.” It is like 
a victim of a depression. Look at the kind of misery and the for- 
lornness that happens in that period of time. 

Dr. Kusr. Yes. 

Senator Arken. You cannot develop anything on an existence in- 
come. 

Dr. Kusr. Yes. 

Senator Arken. Or anything else but existence. 

Dr. Kusr. Then I point out that, in fact, these institutions—that 
is, these international financial institutions—might for the first time 
be able to operate on the scale they were intended to function. 

Now, in my larger article, I referred to the Aswan Dam. The 
World Bank would not go in there because they were afraid Egypt 
would lapse into inflation and would not be able to service the loan. 
Had we had a program supplying wheat to Egypt on a broader basis, 
the World Bank would not have had to worry about that. They 
could have financed the Aswan Dam. 

Senator Arken. Incidentally, would that not be an area develop- 
ment—the Aswan Dam? 

Dr. Kust. I am just talking about 

Senator Arxen. In order to make it sound enough so the World 
Bank would be permitted by law to go into it? 

Dr. Kusr. I was just addressing 

Senator Humpurey. Regional. 

Senator Arken. I mean regional. 

Dr. Kusr. Yes, I realize that you would have to take Sudan and 
everything in it, but 

Senator Arken. You would have to go up the whole length of the 
river. When the power companies put up a dam up the river, the 
power developed there will cost, say, a cent and a half a kilowatt- 
hour, but by reason of having that dam up there they can generate 
the power farther down the river for maybe 4 mills. 

Dr. Kusr. Yes. 

Senator Arken. It seems to work out that way. 

Dr. Kusr. Assuming they could solve that political problem, the 
bank was worried from an economic standpoint about whether Egypt 
could service the loan. It might run into inflation, where they were 
spending all their money on the dam and not having enough food in 
the market. 

Senator Humpnrey. I noticed this morning that the Russians are 
now moving to buy Sudanese cotton. 

Senator Arken. I noticed that. 

Senator Humpnrey. They are beginning to work down the Nile— 
or up the Nile. They are looking at this whole area as a region. 
This is their line of penetration into the heart land of Africa. 

Dr. Kusr. Right. 

Senator Humpurey. As surely as we are sitting around this table, 
this is what they are doing. 

Dr. Kusr. Africa is next on their list, surely. 

Private investment and technical assistance could also be expected 
to flow more freely into the underindustrialized countries with stable 
and expanding economies. That is one of the things our business- 
men usually fear—that there will be inflation and their own invest- 
ment will wither away. 
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It is not unreasonable, therefore, to expect that the capital 
and technical assistance required could be obtained without need for 
foreign aid. In any event, rather than as grants, any aid that might 
be required could be provided in the form of easily serviceable loans 
through such means as the proposed revolving development loan fund 
in the pending mutual security bill. 

The objective of foreign aid with agricultural surpluses may be 
considered fulfilled when the underindustralized country has created 
full and permanent employment outside agriculture for the majority 
of its labor force and has developed agricultural production adequate 
to supply the food and fiber requirements of that labor force. The 
achievement of this goal may be made more difficult by tremendous 
population growth in some countries. Nevertheless, it would seem 
reasonable to expect these conditions to be achieved in most under- 
industrialized countries within a generation or so, say 25 years. At 
the same time it is reasonable to expect that our domestic demand for 
agricultural products will have so increased in 25 years that we will 
no longer be plagued with surpluses in the United States. 

The important point to be made in closing my statement is that 
our agricultural surpluses can be used to provide an indispensable in- 
gredient of sound and rapid economic development in the under- 
industrialized countries. 

Senator Humpurey. Well, I surely want to thank you very much 
Dr. Kust, for your statement and, of course, for your article, which 
is very detailed and a professional job. 

Dr. Kusr. I would like to add one thing, Senator Humphrey, if I 
may. I do say in that article that what is really needed here is a 
comprehensive study. I worked out the theory, but no one really 
knows the magnitudes and limitations on a program of this sort— 
how much a country like India, for example, can absorb to really 
have rapid economic development. 

India’s second 5-year plan, which she is having trouble financing, 
really just keeps abreast of things in India—because there will be 
8 or new people added to the labor force, and that is all that plan 
is going to absorb. This floating unemployed of at least 25 million 
people just stays on, and that is why the country does not produce 
wealth. It cannot employ its people. And this kind of use of these 
surpluses would be not to give them charity but to enable India to 
employ these people so they can earn a better living. It would not 
be given to them. They would be employed and given a full day’s 
wage, and then they would go into the market and find enough food 
to buy for a better subsistence. It is a more palatable way, I think, 
of upgrading the standard of living of these people than giving them 
charity when they are in famine conditions. 

Senator Humpurey. Well, we are indebted to you for your con- 
tinuing interest in these matters. 

I recall when you were before the Foreign Relations Committee. I 
did not happen to be there for your full statement, but I read it all 
after you had presented it to us. 

We want to keep in touch with you. I think you can be of great 
help to us here. 

Dr. Kusr. In that statement I addressed myself, of course, to the 
entire foreign aid—four points. This was one of them. 
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Senator Humpurey. That is right. 

Thank you very much. 

Now I want to call Mr. Howard Roach. Mr. Roach is president of 
the Soybean Council of America. 

Mr. Roach, it is very good to see you again. 


STATEMENT OF HOWARD L. ROACH, PRESIDENT, SOYBEAN 
COUNCIL OF AMERICA, PLAINFIELD, IOWA 


Mr. Roacu. I am happy to see you again, Senator. 

Senator Humpurey. You are back safe and sound. 

Mr. Roacu. Back safe and sound, sir. 

Senator Humpurey. You know Senator Aiken ? 

Mr. Roacu. Yes, I am happy to. 

Senator Humpnrey. Mr. Roach was in Madrid when I saw him 
last. He was working on soybean market development and advance- 
ment there. 

Do you have a statement, Mr. Roach ? 

Mr. Roacu. I prepared a statement, Senator, which I am giving 
to you here. I do not know whether you want me to read it or not. 
T know you can read all right. 

Senator Humpurey. Well, you do as you wish, sir. You can either 
have the whole statement placed in the record and then just discuss 
matters with us orally, or you can read the statement, whichever is 
most convenient to 

Mr. Roacu. Well, I will just summarize it very briefly. 

I am a farmer, and I live out in lowa. I am engaged primarily in 
livestock farming. 

I state here that my interest in soybeans was first occasioned many 
years ago because I wanted an adequate supply of protein feed for 
the livestock that I produce. We were in a deficit category as far 
as fats and oils in the United States were concerned at that time. But 
as time went on, I soon discovered that this soybean oil competed with 
some butterfat that I produced and with some lard that I produced. 
And so we had just one more thing in this whole bag of agricultural 

commodities. 

Then during World War II, of course, we encouraged the produc- 
tion of soybeans when we were knocked out of our opportunity to get 
fats and oils out of the South Pacific. And after the war, instead 
of being in a deficit, we were in a surplus category as far as fats and 
oils were concerned. 

Senator Humpurey. Yes. 

Mr. Roacu. We have, as soybean growers, consistently come to the 
Department of Agriculture and said we did not want to become a 
basic crop; we have insisted and asked them repeatedly to hold the 
support level low on soybeans because we did not want to see an ac- 
cumulation of soybeans pile up in Government hands. 

As a result of that, we have got a crop that is pretty well moved into 
the marketplace. 

But now production continues to increase. I think we have in- 
creased since 1926 from about 6 million bushels to last year 460 million 
bushels. That means more and more soybeans being produced. 
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Now, we cannot see into the future. We are not crystalgazers nor 
do we havea ball. But, on the other hand, we want to make prepara- 
tion now for the time that might come when, if soybean acreage con- 
tinues to increase and accelerate the way it has in the past, these things 
instead of being stored move into consumptive channels. Therefore, 
we are cooperating with Foreign Agricultural Service to do a few 
things here which S naaiiens in the paper. 

We are devising promotional programs to help—TI say here the 
Spanish—and others—because at the present time we are operating in 
Spain and in Italy. But I am in here to a conference this weekend 
with the Foreign Agricultural Service in which we are looking for- 
ward to doing some work in Yugoslavia, Poland, Greece, possibly In- 
dia and Pakistan, after a survey has been made. 

Mr. Strayer, head of the growers’ organization, and myself are con- 
templating a visit there very shortly. 

Senator Humpurey. Yes. 

Mr. Roacu. And then in parts of Africa. When we can get clear- 
ance, we think that there is an opportunity in Egypt to go into Egypt 
and do some things there. But until some strained relationships are 
ironed out, perhaps we cannot do very much there. 

Senator ArKken. I noticed you studied the possibility of packaging 
in Spain 

Mr. Roacn. Yes. 

Senator Arken. From bulk shipments from the United States. 

Mr. Roacn. That is right. 

Senator Arken. Do you make most of the shipments now in cans? 

Mr. Roacn. They are made in drums. 

Senator Arken. In drums now? 

Mr. Roacu. They are made in drums. But the thing is that it is 
costing these people in Spain a lot of extra freight because there is 
a lot of extra handling. 

Senator Arken. I see. 

Mr. Roacu. Then they have got to dispose of these drums. 

Senator ArkEN. Yes. 

Mr. Roacu. So we have made a study, and I have spent some little 
time with the people in Spain, including the Government, to pick out 
sites, deep-sea sites, where this stuff can move in tank cars or tank- 
ships 

Senator Arken. Tankers. 

Mr. Roacu. And then after it is there to do the packaging—after 
the material gets there. We made some recommendations to the peo- 
ple. Spain has got a glass industry which they have built up over the 
years to bottle wine, and they have got cork, so we have made some 
recommendations that instead of going into tin cans—they are short 
of metals—that they had better contemplate dark-colored bottles 
corked with corks. 

Senator ArkeNn. Now, I can see the advantage to the Spanish people 
of that. I can see the advantage to the soybean oil producers, in that 
they could sell more oil for the same amount of money without reduc- 
ing their own income. But what would you have for return cargo for 
the tankers? I think some folks have run into that problem. 

Mr. Roacn. Thereisthat problem. There is that very definite prob- 
lem. Because you cannot load those tankers with petroleum pa wer 

Senator ArKEen. No. 
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Mr. Roacu. Those tanks must be kept clean if you are going to use 
edible products. 

Senator Arken. I suppose you might devise a type of tank that 
would bring back other types of merchandise. 

Mr. Roacu. They are working on that now. 

Senator Arken. Not necessarily fluid. I do not know anything 
about it, but I know that is a problem which I think the California 
winegrowers maybe are confronted with too. 

Mr. Roacu. Now, Spain does export to the United States between 
40,000 and 60,000 tons of olive oil per year. That is, they send an 


olive oil over to us where we use it here as a flavoring. With them it 
is a staple. 


Senator Arken. Yes. 

Mr. Roacnu. So there is the possibility of bringing back some of this 
olive oil in these tankers. 

Senator Aiken. And use more olive oil in a blend? 

Mr. Roacu. You mean here? 

Senator Arken. Yes. 

Mr. Roacu. No. This amount of olive oil that is sent in to us in 
tanks is bottled and sold out in the supermarkets as olive oil. 

Senator Humpnurey. And in drugstores. 

Mr. Roacn. And in drugstores. 

Senator Humpnurey. Medicine. 

Mr. Roacu. It is used if you want a little different flavor in the 
salad. I use a little in my home. We rather like the flavor of olive 
oil. Wedo not want too much of it. 

Senator Arken. The only oil that olive oil blends with is peanut 
oil, is it not? 

Mr. Roacnu. No; the Spanish are blending olive oil and soybean 
oil very well right now, because they do not have enough olive oil to 
supply the proper dietary requirement of their people. Therefore, 
they must depend on some seed oil. 

Senator Arken. I am glad} you are thinking of revising the methods 
so as to promote greater expansion of commerce 

Mr. Roacu. Well, we are thinking of this, of course: That the pop- 
ulation is growing faster in Et urope in the countries I have mentioned 
than the ability to produce food. Now, somebody is going to supply 
it. 

Senator Arken. Yes. 

Mr. Roacu. They can buy, of course, from the Argentine. They 
can buy it from other people. But we in agriculture—and, as I say, 
I am a farmer—do not want to sit around here and one of these days 
say, “Well, why didn’t we get in when we had the opportunity ?” 

‘Now we have got the opportunity. They feel kindly toward us. 

Senator AIKEN. Now, with the increased market for cotton, you 
will have a check probably put on the expansion of soybean produc- 
tion on the cotton acres, will you not? 

Mr. Roacn. I do not. Thus far there has been none that has been 
placed on the production of soybeans because 80 percent of the soy- 
bean plant is meal, and, of course, the American farmer that pro- 
duces this soybean. is very happy to buy this meal back, and the 
cheaper he can buy it back the better he can handle his livestock 
economy. 
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Senator Arken. Well, in view of the fact we have had to cut the 
cotton acreage down very low in recent years, I do not know what 
we would have done if the soybean producer had not increased his 
plantings. 

Mr. Roacu. I point out here in the last paragraph of this state- 
ment that every acre planted to soybeans is 1 less acre to be concerned 
about with the crops that are in trouble. Slight help on the 240 
pounds of oil produced on an acre planted to soy Deans i is far different 
than having to care for the 4,200 pounds of grain produced on the 
same acre planted to corn. The expansion of the soybean crop can 
be one of the tools that can help solve the farm problem while we live 
confident lives with abundance instead of worried lives with sur- 
pluses. 

There’s a little rhetoric in the end there, but I feel very definitely 
that we have not reached the saturation point in protein yet. 

Senator Aiken. No. Far from it. 

Mr. Roacu. And that makes oil a byproduct. 

Senator Humrnrey. It has surely been a great help in Minnesota. 
As you know, this soybean shift from corn acreage, where our farm- 
ers have been under allotments or under acreage restrictions, has 
provided the best cash crop I think that we have right now. It is the 
most stable cash crop. 

Mr. Roacu. Well, I live about 60 miles south of the Minnesota 
line, and, of course, I am in that area where it has been a tremendous 
thing. But I do not know what the American public would be doing 
for meat and poultry today if the soybean crop had not come up 
over the years. It has been our increased production of very good 
grades of protein that has enabled us to eat a beefsteak the way we 
eat it today 

Senator Humpnrey. And get a very good quality product. 

Mr. Roacu. That is right. 

Senator Humpnrey. Now, this market development emphasis that 
you are placing on soybeans is, to me, very encouraging. We had 
Mr. Strayer here yesterday. And I have been a little discouraged 
and disappointed in some other industry groups or commodity groups 
not having pressed further and harder on this market development, 
because Public Law 480 does provide funds for this. There is a co- 
operative relationship between private industry, on the one hand, and 
the Government on the other. 

And it is very important to get out and press during this time for 
market development. Ata time when we are giving a good deal of 
foreign aid, at a time America is taking great leadership in the 
world, we catch a certain amount of abuse and criticism, but we also 
have a rather friendly atmosphere in the main in which to work. 
And it seems to me that this is the time to press forward, such as you 
are doing in Italy and in Spain and as you are contemplating in these 
other areas. 

Our industrial plant is going to expand. It is not going to con- 
tract. We are trying everything in the world to make it contract. 

Mr. Roacu. Well, we in agriculture for years have devoted a tre- 
mendous amount of money and research to learning and getting more 
knowledge on how to produce more. But I do think that we should 
have taken some of that money and put more of it into marketing or 








512 POLICIES AND OPERATIONS 


into distribution—how we get it from the farm into the consumer’s 
mouth and stomach. 

Senator Aiken. That is what the Senate conferees are trying to 
persuade the House conferees right now, I believe, on the agricultural 
appropriations bill. They are oie a little difficulty there. 
enator Humpurey. That is right. Well, that is very important 
to do. 

Mr. Roacn. I cannot conceive of General Motors, for instance, de- 
voting all their time and effort on production without selling the 
product. You have got to gear the two things together. 

Senator Humpnurey. They devote a great deal to selling, and they 
do quite well at it by the latest reports. 

Well, Mr. Roach, your suggestions here are all listed, and we will 
include this whole statement in the testimony—the points that you 
are doing for market development and also the accomplishments that 
you think are a matter of record at this particular time. 

There is one point I brought up yesterday. I notice you partici- 
pated in one trade fair in Barcelona and two trade fairs in Italy. 
It seems to me that we could use Public Law 480 currencies as a part 
of market promotion in these trade fairs a great deal, not only the 
Government-sponsored trade fairs, but merchandising exhibits on a 
private basis around the world. 

Mr. Roacu. Well, you might be interested in this. At the Barce- 
lona fair which closed last week—prior to the fair I made a contact 
with four commercial firms in Barcelona. I bought approximately 
10 tons of potatoes and got 3 drums of soybean oil and got these 
people to make potato chips fried in soybean oil. The Spaniards like 
potato chips, but potato chips fried in soybean oil was a new thing. 

We put out baskets of them around this booth at this trade fair. 
And there were signs up there: “These potato chips are made with 
Spanish potatoes and American soybean oil.” 

The Spanish would come along and they would try the end of a 
chip. And it tasted pretty good and then they would reach in and 
take either 1 or 2 handfuls—about as many as they could handle. 

So I talked long distance with Madrid on Saturday of this week. 
Our man there said, “Well, I do want to report this to you: That these 
four commercial firms that you got to make potato chips with soybean 
oil have decided they can make a better chip out of soybean oil than 
they can from olive oil, and in the future they are going to use soy- 
bean oil in potato-chip manufacture.” 

Now, that is not very much 

Senator Humpurey. Well, it helps. 

Mr. Roacu. We are just about in the place that the Fuller Brush 
salesman is when he gets his toe in the door. We have given away 
only one toothbrush 

Senator Humpnurey. If you do as well as that salesman, you will do 
all right. 

Thank you very much. We appreciate this. I know you are in 
conference over at the Department. 

Mr. Roacu. Yes, we are. Thank you very much for this opportu- 
nity, gentlemen. 

Senator Humpurey. It was a great pleasure to see you again. 

Mr. Roacu. I do appreciate it and hope that you can have a suc- 
cessful termination of your hearings here. 
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Senator Humpnrey. I want to pay public tribute to you and com- 


mend you for the excellent job that you are doing in your work. It is 
really tremendous. 


Mr. Roacu. Thank you very kindly. 
(The prepared statement of Mr. Roach follows:) 


My name is Howard L. Roach and I live in Plainfield, Iowa. I am a farmer 
engaged in general farming, producing primarily meat, animals, and dairy 
products. I am president of Roach Farms, Inc., and my two sons and a sister are 
associated with me in this enterprise. 

I am presently serving as president of the Soybean Council of America, an or- 
ganization composed of the grower organizations, the American Soybean Associa- 
tion, the processor organization, the National Soybean Processors Association, 
and a segment of grain handlers. The grain handlers are composed of farmers’ 
elevators, cooperative elevators, and elevators owned by private companies and 
individuals. 

My interest in the soybean crop stems from my desires to further diversify 
Corn Belt agriculture and, at the same time, provide adequate protein supplement 
for animal feeding to provide for efficient livestock production on my farms. I 
first started growing soybeans after I returned from Europe, where I was sta- 
tioned during World War I. 

I first grew soybeans for hay to supplement the ration for dairy cows, but 
as time went on, started threshing some of the mature plants to provide seed, 
and used some whole beans as feed for cattle and hogs. 

I soon received complaints from the interior packers where I marketed my hogs 
about the soft quality of the lard and meat which soybean-fed hogs yielded. At 
this time, in the late 1920’s, research work was carried on in our land-grant 
colleges which proved that the soft lard and meat was caused by the oil content 
of the soybean. I therefore became interested in ways and means of extracting 
the oil from the soybean in order to have a proper protein supplement. 

Soon soybean oil entered trade channels and [ further discovered that this oil 
was a competitor of lard and butterfat which I was also producing. The United 
States, at that time, was an importing nation as far as fats and oils were con- 
cerned and our economy welcomed this new addition to the family with open 
arms. 

Prior to and during World War II, when the United States was cut off from her 
supply of tropical fats and oils, great encouragement was given to the farmers 
of the United States to produce more soybeans, primarily for their content of 
oil. Asa result of this increased production, soybean meal became readily avail- 
able at a reasonable price and this factor has enabled American agriculture 
to make the great progress of the past few years in annual nutrition. During 
World War II, I served as president of the American Soybean Association and 
devoted much time to the promotion of the soybean crop at the request of the 
United States Department of Agriculture. 

As the soybean crop has continued to grow in popularity from 6 million bushels 
in 1923 to 460 million bushels in 1956, it became evident that we would soon have 
enough soybean meal for our domestic needs. Also, the United States had 
changed from an importing to an exporting nation in the field of fats and oils. 
Not wanting to store soybeans from year to year, for some of us had noted the 
effect of excessive carryovers on the prices for other agricultural crops, and 
knowing of the hunger of the world for proteins and fats and oils, the Soybean 
Council was organized with one of its purposes to promote trade in soybeans 
and soybean products with other areas of the world. Funds were available 
in foreign currencies as proceeds of Public Law 480 sales and the Soybean Council 
of America therefore wrote an agreement with the Foreign Agricultural Service 
of the United States Department of Agriculture to inaugurate a trade-promotion 
project in certain areas of the world. This project has the following points 
which are in the process of accomplishment : 

1. Promotional programs designed to help the Spanish housewife (consumer) 
understand the advantages and limitations of bland oils such as soybean oil. 

2. Active advertising and promotional work designed to increase per capita 
consumption of fats and oils. 

3. Nutritional analysis and assistance in formulation of livestock feeds in- 
volving soybean oil meal as the basic protein ingredient of livestock feeds. 
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4. Demonstrations before trade groups and consumer groups designed to 
acquaint trades people and buyers with the desirable qualities of soybean prod- 
ucts in the human diet and in livestock feeding. 

5. Cooperation in every way possible with all established trade and commodity 
groups interested in the usage of soybean products, aimed toward increasing 
consumption of these products. 

6. Work with governmental agencies in formulation of programs designed to 
increase the standard of living of the Spanish people with special reference to 
the place of soybean products in that economy. 

7. Educational work in presenting to the Spanish people the desirability of 
proper grades and standards. 

8. A trip to the United States of selected leaders of the Spanish oilseed in- 
dustry for tour of inspection of production, handling, and processing of oil- 
seeds, and refining and marketing of soybean oil, also of the manufacture of 
livestock feeds in which soybean oil meal is included, as a means of acquainting 
the Spanish trade with American standards and business customs, and to 
foster closer trade relations. 

During the past year, I have been actively engaged in carrying out this agree- 
ment and can report that the following are some of the accomplishments that 
are a matter of record: 

1. Conferences with high Government officials in Spain, including the Minister 
of Agriculture, Minister of Commerce, Director General of the Olive Oil Syn- 
dicate, and others. 

2. Establishment of an office in Madrid staffed with a Spanish national. 

3. Currently establishing an office for all of Europe and Near East in Rome 
under American supervision. 

4. Currently establishing an Italian office under an Italian national. 

5. Participated in 2 trade fairs in Italy (1 in Verona and 1 in Palermo). 

6. Participated in one trade fair in Barcelona, Spain. 

7. Compiled names, addresses, and telephone numbers of key Government, 
industrial, and agricultural leaders in both Italy and Spain. 

8. Recorded many observations and a large amount of data regarding popu- 
lation, weather, and customer preferences, and Government regulations, ete., 
in both Italy and Spain. 

9. Investigated three possible sites for bulk handling of vegetable oils in 
Spain. 

Population in Europe is growing faster than its ability to increase the pro- 
duction of food and, therefore, someone must supply it. United States agri- 
culture, mechanized as we are, is able to supply this need at, I believe, competi- 
tive costs insofar as vegetable oil is concerned. The reason for this is the great 
demand for protein in the United States for the production of meat which we 
ean afford to eat while the vegetable oil is a byproduct. 

Every acre planted to soybeans is one less acre to be concerned about with 
the crops that are in trouble. Slight help on the 240 pounds of oil produced 
on an acre planted to soybeans is far different than having to care for the 4,200 
pounds of grain produced on the same acre planted to corn. The expansion of 
the soybean crop can be one of the tools that can help solve the farm problem 
while we live confident lives with abundance instead of worried lives with sur- 
pluses. 


Senator Humpurey. We have a final witness, Dr. Bogumil Vosnjak. 

Doctor, I have your full statement here, and we are going to see 
that this is made a part of the record. Do you want to read it or do 
you want to discuss it? 


STATEMENT OF DR. BOGUMIL VOSNJAK 


Dr. Vosngak. I will give you an idea. 

I created in 1935 in Belgrade an organization—“The Beehive”— 
dedicated to the problems of rationalization in agriculture, labor, 
administration. It was the first organization of that kind in the 
Balkans. I initiated also as president of the “Beehive” an expo- 
sition at the yearly Belgrade Fair. 
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Being in intensive touch with the problems of agriculture in Yugo- 
slavia, I followed similar problems in the United States. I am 
steeped with a heritage from my father and uncle, as both were the 
initiators of the cooperative movement in Yugoslavia. 

After World War II it was fashionable that students of Central- 
Eastern European affairs created a thoroughly wrong picture of social 
and economic affairs as they were in this area before the war. Such 
a trend was useful for Moscow and has been in every regard fostered 
by the propaganda agencies of Moscow. 

Before the “liberation” there was in these countries only “reaction,” 
“feudalism,” and “exploitation” of the people by the few. For the 
sake of Moscow, every vestige of reforms, of just social and eco- 
nomic legislation must be effaced. Life begins October 17,1917. It 
was the greatest falsification which was imaginable. 

Central and Eastern Europe carried out its agrarian reform after 
the First World War in a revolutionary way. The greatest agrarian 
writer of this period—Sering—called these great land reforms of the 
tenure of the earth the “agrarian revolution.” In all fields of social 
activities the trend toward social reformism prevailed. Naturally, 
the new states were not able to cope with all difficulties as they have 
been assisted by nobody. There was for these new states no Marshall 
plan, no point 4, no Truman doctrine. They had to work out their 
own salvation by their own forces. 

My intention is to show how democratic Yugoslavia resolved the 
problem of its own corn surplus after the great depression. The Yu- 
goslav institution, the Prizad, is prior to the foundation of CCC. 
It has to be studied from the point of view of how differently the same 
economic problem is handled by two peoples of quite different social 
and psychological background. The Yugoslav solution is far more 
radical. 

When the great depression started, the Yugoslav Government 
quickly decided that energetic state intervention was necessary. A law 
of August 15, 1930, established a chartered company of agricultural 
products, called Prizad. 

Professor Tomasic in his Peasants, Politics, and Economics in Yu- 
goslavia defined the activities of the Yugoslav Government in this 
way: (1) To circumvent foreign companies which were exporting 
cereals from Yugoslavia and tended to retain abroad a large portion 
of foreign exchange proceeds from those exports and thus to increase 
the inflow of foreign exchange; (2) the aremreinias tried through 
Prizad to get in closer contact with the producers of cereals and to 
limit the middleman’s margin and thus to increase the revenue of 
wheat and 52 percent of corn during 1930-31. 

But the most important function of Prizad was to guarantee to the 

roducer a domestic price above export parity. We see that already 


in 1930 an elaborate system of price support protected the Yugoslav 
farmer. 


I have here the statistics. 
Senator Humpurey. We will include those in the record. 
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The following statistics will show the annual world market parity as also the 
domestic price of wheat, 1932-33 and 1935-38. 


Average Average do- | Domestic 





Crop year export parity |mestic parity, price above 
export parity 
Percent 
Sagara cn coscbes hs resnien see ea owes asseoseeaie ieaian hacen wee ae 84. 76 182, 47 115.3 
nn natok nde SOG wn onivnsingnitn saieillotind mcighinsG eattekteaon a 98. 90 152. 58 54.3 
WOO ch iS ee death EL cer ere 138. 50 190. 00 37.8 


Dr. Vosnsax. The problem of how to pay the price support needed 
a solution appropriate to Yugoslav conditions. As the farmers were 
the dominant part of the population, it was impossible to pay the 
support out of the ordinary budget. 

An absolutely different method was taken into consideration. The 
Yugoslav Government concluded very advantageous trade agreements 
with Czechoslovakia and Germany and Austria. Those countries im- 
ported wheat from Yugoslavia under special preferential conditions. 
The foreign exchange Prizad received has been used by Prizad to 
finance the losses, to pay the farmers, to improve the quality of ugri- 
cultural products, and to develop the so-called intervention fund to 
finance the operations on the wheat market. 

On July 10, 1931, with an act of the same day, the Prizad created 
a new wheat-trade policy. A domestic wheat-trade monopoly was 
introduced. Wheat for home consumption had to help to support 
the price of wheat. The intention was to sell wheat to the domestic 
eonsumer-at such a price that the margin between the buying and 
selling prices at home would cover the price support given to the 
farmer for wheat intended for export. 

In such a way, the consumer of bread had to pay the price support. 
For millions of consumers the burden was not at all heavy. Inter- 
esting is the fact that the quality of the bread remained excellent 
for all stratas of the population. 

The tendency of the policy of Prizad was to liberate the farmer 
from the hands of a class of businessmen greedy for profit. The corn 
trade, indeed, has nevertheless not been eliminated. On the contrary, 
Prizad used the service of grain traders as buyers from farmers. 
It is quite understandable that agricultural cooperatives, so strongly 
organized in Yugoslavia, had also to manage the buying of wheat from 
the farmers. 

The function of Prizad after 1931-32 was to handle the export 
quotas of other products—corn, dried beans, hides and furs, apples, 
grapes, wine, prunes, oilseeds, opium, to countries which gave prefer- 
ential treatment to Yugoslavia. Such countries were, as I said al- 
ready, Czechoslovakia, Germany, and Austria. 

Prizad was very efficient. After some time the domestic prices rose 
above the Prizad prices. The whole surplus was absorbed. The 
management of Prizad was honest, correct in its dealings, without 
corruption. The bold experiment succeeded. 

Finally, we would emphasize the similarity and the differences be- 
tween the Yugoslav Prizad and the CCC. Both are price supporting 
for the sake of the farmer. The differences are obvious. The Prizad 
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was an autonomous buying and selling body with its own representa- 
tion at home and abroad. It was nearly monopolistic. OCC is a 
borrowing agency with an enormous borrowing power but integrated 
in the Department of Agriculture. Every restriction of trade ought 
to be avoided in this case. Two institutions of basically different 
structure. 

Now permit me to tell you something about ideas I have in con- 
nection with the Brussels Fair. 

Senator Humpurey. Yes; I am interested in your observation on 
that. Were you the Commissioner or the Director of Agriculture 
in it? 

Dr. Vosngzak. No, no. I am really a substitute for my friend, Dr. 
Graber, who was not able to come here. And I am not so experienced 
in the problem of the corn export. 

Senator Humpurey. You have a very distinguished record, Dr. 
Vosnjak, and I think the record of this hearing ought to show that. 
T have known you many years. You are a great fighter for freedom. 

Dr. VosnzaKk. Now permit me if you have a few minutes for me. 

We read a short time ago that the American surplus is responsible 
for the downfall of the Canadian Liberal Party. That is indeed an 
overstatement. But is not perhaps an international promotion for 
the American surplus a necessity ? 

I have not in my mind such a promotion which took place in London 
from July to December 1956 when at the British Food Fair the United 
States featured frankfurters, cheese, milk solids, doughnuts, and 
orange juice. 

I was not too much enthusiastic studying the show, the People’s 
Capitalism, Man’s Newest Way of Life To Be, sponsored by the Ad- 
vertising Council of America. This opinion of mine has been cor- 
roborated after some talks with some Members of Congress. 

The American Advertising Council is extremely active in connec- 
tion with Yale University. They came to the final conclusion that it 
is not very useful to transport “people’s capitalism” to other countries. 
So what remains? Is it not necessary to make a program for “peo- 
ple’s capitalism” in the United States? 

My proposition is the following. The United States Pavilion at the 
World Fair at Brussels shall have a section dedicated to the evolution 
of United States agriculture since colonial days and especially since 
the Revolution. Such a section shall indicate the essential social 
and economic ideas of American agricultural evolution, the ideology 
and agricultural policy of Thomas Jefferson, of his friend and early 
American economist, John Taylor, who saw in the family farm a 
century and a half ago, the strongest weapon against communism. 
The dramatic epoch of the extension of American agriculture to the 
West. The American log cabin—not this Jones, this worker Jones, the 
man of the Advertising Council who is surrounded by all the gadgets of 
American civilization. The American homestead. The rise of the 
American agriculture machine which had to conquer the world. The 
surplus and how the surplus can be used for foreign aid to relieve 
hunger and indigence in the whole world. All that is of the utmost 
interest for everybody. 

Finally, American cooperativism could be a strong argument for 


the real American thesis to show how successfully the American 
middle classes are rising. 
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It is obvious that the real achievements of American agriculture 
which are far more magnificent than those of any agriculture in the 
world will provoke the greatest interest for America’s accomplish- 
ments as facts of human relations. Because the Brussels Fair will 
be dedicated to the problem of human relations. 

Naturally included shall be all kinds of American agricultural or- 
ea Rea from the wonderful Extension Service of the United 

tates to the Grange and the 4-H Clubs and so on. 

The Farmers’ Museum in Cooperstown, N. Y., is, regarding the 
historic past, an armory of documents of American prosperity—in 
the past already. 

Such a section of the World Fair financed by the appropriations 
voted for the World Fair could be sent around the world, bringing to 
the undeveloped areas of the world a new message—how to create 
prosperity, which is the consequence of hard work—without using the 
slogan “capitalism.” 

The Moscow International Affairs, January-June 1955 wrote: 

The aim of restoring capitalism is fundamental to the United States propa- 
ganda to the people’s democracies. 

We must not forget that it is not wise to put so much stress on the 
evolution of industry among underdeveloped peoples whose masses 
are agricultural and whose agricultural standard must first of all be 
lifted. 

I am quoting that from one of my publications. 

On February 13, 1955, Barbara Ward, today Lady Jackson, pub- 
lished an article in the New York Times magazine under the cap- 
tion “The Challenge We Neglect in Asia.” This article is a sad testi- 
mony to how far the West is from a genuine understanding of what 
is necessary in such a historic hour. 

Barbara Ward foresees the disintegration of the Asiatic and Afri- 
can village. But for her the only solution is the industrialization of 
all these countries, though they have been rural for thousands of 
years. These people were in primitive touch with nature. Now they 
must be uprooted and become urban proletarians. Is that a solu- 
tion ? 

A hundred years ago the same problem existed in the Yugoslav 
Provinces of the Austro-Hungarian Empire. Here the “zadruga”— 
that is, the family cooperative—was the ancient economic organiza- 
tion of those who were of the same blood. The economic liberalism 
of those days was unable to find higher forms of cooperative life for 
a sound reconstruction. It destroyed the cooperative economic forms 
which, transformed into modern dress, could have saved the peasantry 
from terrible economic suffering and exploitation. Today, in a period 
of apocalyptic upheaval, the same recipe is being given to the seething 
masses of Asia and Africa. 

Senator Humenrey. Thank you very much, Dr. Vosnjak. I ap- 
preciate your contribution. And your suggestion on the fair will be 
looked into. I think it is a very constructive one. 

I have a copy of the letter which Dr. Vosnjak received from the 
State Department after he had written to the Department of State, 
Office of the Commissioner General of the Brussels Universal and In- 
ternational Exhibition, 1958. I will ask that that letter be made a 
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part of the testimony here. You want the original returned to you, 
and we will see you get it back. 
(The letter referred to follows:) 


DEPARTMENT OF STATE, 
OFFICE OF THE COMMISSIONER GENERAL, 
BRUSSELS UNIVERSAL AND INTERNATIONAL EXHIBITION, 1958, 
New York, N. Y., April 17, 1957. 
Dr. BoGUMIL VOSNJAK, 
Washington, D.C. 

Dear Dr. VosnsAK: Your memo to Mr. Larson, Director of the United States 
Information Agency, with a suggested approach for the American Pavilion in 
Brussels, has just been referred to me. 

I found your ideas very interesting. 

The theme of the Brussels Fair is “A world view—A new humanism.” 

We have spent the past few months in an effort to develop a theme worthy 
of our pavilion. A small task force was formed by the United States Informa- 
tion Agency, consisting of 3 of their people, a representative of the State De- 
partment, and 2 of us from this Office. We interviewed about 35 leaders in 
philosophy, journalism, science, religion, labor, and industry. 

Our planning for the exhibit is now pretty well advanced. However, I am 
taking up your proposals with the small group here working on exhibits. I 
think we may find we can develop some of your ideas in the field of agriculture 
through the use of short films and stills, though there seems to be a rather general 
agreement that the people of Europe are more interested in what we are doing 
now to solve our problems and what we plan for the future than in our past. 
We do want to show the tremendous wealth of this land and the freedom and 
ease with which we move about, and certainly we want to show American farm- 
life. 

Thank you very much for your interest and for your very constructive sug- 
gestions. As you might imagine, we are inundated with suggestions regarding 
what we ought to do. Again, I assure you it is very refreshing to get a letter 
like yours that offers so much of real value. 

Sincerely yours, 
RoserT WARNER, 
Coordinator, United States Building Exhibits. 


Dr. Vosnsak. It all is very interesting, but until now the only ap- 
proach is philosophers, industrialists, and people of that kind. 

Senator Humpurey. He says: 

We have interviewed about 35 leaders in philosophy, journalism, science, 
religion, labor, and industry. 

But agriculture has apparently been left out. 

This is from Robert Warner, Coordinator of United States Build- 
ing Exhibits. He says: 

Our planning for the exhibit is now pretty well advanced. However, I am 
taking up your proposals with the small group here working on exhibits. I think 
we may find we can develop some of your ideas in the field of agriculture through 
the use of short films and stills 

Dr. Vosngax. Only films. 

Senator Humpnrey (reading) : 





Though there seems to be a rather general agreement that the people of Europe 
are more interested in what we are doing now to solve our problems and what 
we plan for the future than in our past. We do want to show the tremendous 
wealth of this land and the freedom and ease with which we move about, and 
certainly we want to show American farmlife. 


I would agree with you, Dr. Vosnjak. I think the desire of the 


American people to parade their wealth has ceased to be an asset. You 


are not very popular when you are the rich man in the valley of the 
poor. 
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Dr. Vosnzax. The Americans are not envious, but you must not 
provoke the envy of people who have not enough to eat. 
Senator Humpnrey. You have recruited a new ally today. Thank 


ou. 
(Whereupon, at 12: 25 p. m., the hearing was recessed, subject to the 
call of the Chair.) 




















POLICIES AND OPERATIONS UNDER PUBLIC LAW 480 
(83D CONG.) 


TUESDAY, JULY 16, 1957 


Untrep States Senate, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recall, at 10:05 a. m., in room 
324, Senate Office Building, Senator Hubert H. Humphrey presiding. 

Present : Senators Humphrey, Aiken, and Hickenlooper. 

Senator Humpurey. Do you want to sit down, Mr. Berger? You 
have Mr. Rawlings with you and Mr. Woodling? 

Mr. Bercer. Yes, sir. 

Senator Humpurey. I have some statements here from Mr. Bart 
Van Berg, vice president of the Rough Diamond Co.; from Mr. 
Morris Tempelsman, of the Leon Tempelsman & Son Co., industrial 
diamonds; and from Mr. Charles B. Crofton, of the Crofton Grain 
Co. 

These statements were submitted by people from industry. I 
would like to have them appear in the record at the conclusion of 
this morning’s hearing. They will be more germane to the subject 
matter. 

This morning we have with us as our first witness Mr. Walter C. 
Berger, Administrator, Commodity Stabilization Service, United 
States Department of Agriculture. With Mr. Berger are Mr. Thomas 
Rawlings, Director, Barter and Stockpiling Division, Commodity 
Stabilization Service, United States Department of Agriculture, and 
Mr. Francis A. Woodling, Chief, Program Analysis Branch, Barter 
and Stockpiling Division of the Commodity Stabilization Service. 
Also, Mr. Clarence Miller, Associate Director of the Commodity Sta- 
bilization Service, and Mr. Raymond Ioanes, with the Foreign Agri- 
culture Service. 

Mr. Berger, you have a statement as I understand. Will you pro- 
ceed as you see fit. You indicated to me that you may want to share 
this statement with one of your associates here. If you do, that is 
perfectly agreeable. 


STATEMENT OF WALTER C. BERGER, ADMINISTRATOR, COMMOD- 


ITY STABILIZATION SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Bercer. Mr. Chairman and members of the committee, in re- 
sponse to your invitation, I am pleased to discuss with you barter 
operations under Public Law 480, 83d Congress. 
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To begin with, authority to exchange or barter agricultural com- 
modities is conferred upon the Commodity Credit Corporation by 
several different statutes. However, the principal statutory authori- 
ties for barter are three in number. The CCC Charter Act (Public 
Law 85, 81st Cong., as amended) in section 4 (h) authorizes the Cor- 

oration to accept foreign-produced strategic and critical materials 
in exchange for agricultural commodities. Sections 5 (d) and (e) of 
the CCC Charter Act provide additional and broader authority to 
engage in barter activities. On July 10, 1954, the Agricultural Trade 
Development and Assistance Act of 1954, Public Law 480, 83d Con- 
gress, was approved. This act restated the authority of CCC to ex- 
change agricultural commodities owned by the Corporation for strate- 
gic materials and for other materials required by other Government 
agencies to carry out foreign economic, military aid and assistance, 
and offshore construction programs. Subsequently, Public Law 540, 
84th Congress, the Agricultural Act of 1956, directed CCC to transfer 
certain strategic and other materials, acquired as a result of barter to 
the supplemental stockpile, and made provision for reimbursement to 
CCC for the materials transferred. 

Prior to Public Law 480, barter activity was relatively small, total- 
ing less than $110 million. Beginning in the fall of 1954, barter ac- 
tivity increased substantially the total dollar value of all barter 
contracts negotiated during the fiscal year ending June 30, 1955, 
being approximately $282 million. During fiscal year 1956 the total 
dollar value of all barter contracts negotiated reached approximately 
$316 million. Through May 31 of the last fiscal year, barter con- 
tract volume reached approximately $273 million. From the be- 
ginning of the program through last May 31, barter contracts cover- 
ing $844 million in strategic materials have been negotiated, over half 
of the materials being earmarked for the strategic stockpile. Con- 
tracts to a value of $134 million, covering materials acquired for other 
Government agencies and military dependent housing for the Depart- 
ment of Defense, also were negotiated, making a total value for all 
barter contracts of nearly $978 million. 

About 86 percent of all barter procurement has been for strategic 
materials. Prior to the announcement of the revised barter program, 
a typical barter transaction was initiated by a United States firm 
submitting an offer to exchange a specified foreign-produced strategic 
and critical material for agricultural commodities available for ex- 
port sale by CCC. Strategic materials considered for acquisition are 
those which the Office of Defense Mobilization has told us are desir- 
able for procurement by barter for the strategic or supplemental 
stockpiles. The prospective contractor’s offer would set forth the 
quantity of material involved, the unit price at which the material 
was being offered, proposed delivery schedules, and related factors. 
Assuming that the material was one approved for barter acquisition 
by ODM, we would consult with materials experts of the General 
Services Administration to determine existing stockpile inventories 
of the material, whether or not the offering price was at or below the 
current market price for the material and that barter acquisition 
would not unduly disturb market prices, or otherwise interfere with 
availability of the material to private industry. After such consulta- 
tion, if it appeared in the interest of the Government to do so, CCC 
would enter into a barter contract for the material. 


POLICIES AND OPERATIONS 523 


Ordinarily, such a contract would call for material deliveries over 
a period of up to 2 years—for a few contracts the delivery period was 
6 years—and would normally permit the barter contractor to obtain 
for export during such period any agricultural commodity which 
CCC was offering for export sale. The acquisition price of the ma- 
terial would be fixed at the time of entering into the contract, but the 
CCC export market price of the commodities in effect at the time they 
were alee’ by the contractor would be charged against the contract. 
In most cases barter contractors took delivery of the agricultural 
commodities to which they were entitled shortly after the signing of 
the barter contract. In addition to the performance bond or other 
security to guarantee payment of liquidated damages should no ma- 
terials be delivered, CCC required contractors to post an irrevocable 
dollar letter of credit for the value of the commodities taken in 
advance of materials deliveries. By taking immediate delivery, con- 
tractors were permitted to sell barter commodities in the free-world 
market and utilize the proceeds of such sales on a virtually interest- 
free basis up to the time at which they delivered materials. Inas- 
much as contractors had to pay about one-half of 1 percent per annum 
for letters of credit, the use of the sales proceeds was not entirely 
interest free. Although barter contractors were required to export 
the commodities they received, they could sell them to any friendly 
foreign country. Being specialists in handling minerals and metals 
and not in the handling of agricultural commodities, most barter con- 
tractors entered into various arrangements with grain or cotton firms 
to sell their agricultural commodities for them. In practice, this 
amounted to the sale of agricultural commodities at a discount by the 
barter contractor to an international commodity dealer. 

During the past year there have been increasing indications that 
the major part of the barter commodity exports were moving into 
those countries which were financially able to pay dollars for their 
commodity imports. Also, it became apparent that most commodity 
dealers handling barter commodities were selling them in the same 
areas of the world and on the same bases as they sold nonbarter com- 
modities. In view of the methods used by barter contractors to dis- 
pose of their commodities, there appeared to be no relationship 
between the sale of the commodities and the procurement of the 
materials being delivered to CCC. Consequently, we were forced 
to question whether or not commodities moving under the barter 
program would be exported on a cash basis were it not for barter. 
In view of the fact that, under the program as operated prior to the 
suspension, the agricultural commodities involved in barter trans- 
actions to a large degree lost their identity in commercial trade chan- 
nels, this is an extremely difficult matter to document. We do know 
that for the most part the same exporters were selling in the same 
markets the same agricultural commodities for which they had paid 
dollars either to CCC or to American farmers. We doubt whether 
very many purchasers of bartered agricultural commodities were 
aware that any increased purchasing power had allegedly been created 
either in their country or some other country by acceptance of mate- 
rials under a barter contract. 

We submit, not as proof but as an indication of what was probably 
happening, two tables, on showing “United States barter and other 
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exports to selected European countries,” and one showing “Esti- 
mated gold and dollar holdings of certain foreign countries.” 
The tables are at the back. May we view them later in a discussion ? 
Senator Humpnurey. Would you like to have these tables included 
at this point in your discussion ? 
Mr. Bercer. Son I would. 
Senator Humpurey. That will be so done. 
(The tables referred to are as follows :) 


United States barter and other exports to selected European countries 
































[In millions of doilars] 
Other United | United States non- 
Barter exports States agricul- agricultural ex- 
Country tural exports ports 
1955 1956 1955 | 1956 1955 1956 
cctltdlethagnnsiitenemaninttinglladatcetaiataitnastttialscctninaiiadhcaicctaiapeaipeliedl =. D cciacenpedasantaian’ 
| i 
United Kingdom ._._.............--.----- 44 71 333 351 538 | 470 
NE iis curds casieabed 6ob8b0 46 Ad 197 229 229 | 287 
Belgium and Luxembourg..._._-...._..-- 28 40 81 | 125 203 | 259 
Ce ee eee eS he 1 68 | 109 Hr } 417 
We I. eitiiiccck een cl ces | 39 25 | 208 | 341 | 345 | 407 
icici achat tigate tetas tlic aaecieaoleaed “ 
NR cack ibs cccccicacctase wenva=ssi] 158 882 | 1, 155 1, 603 1, 840 
iG tbo sini ae atecbnn carne awe 101 165 2, 054 | 2, 629 8, 681 10, 437 
BD ovement se 259 374 2, 936 | 3,784 | 10,284) 12, 277 
Estimated gold and dollar holdings of certain foreign countries 
[In millions of United States dollars] 
by : 
Dec. 31, 1952 | Dec. 31, 1954 | Dec. 31, 1956 | Change 
Belgium and Luxembourg...........---------- 1,041 1, 054 1, 236 | +195 
ee etal ae dic ae eles 1,175 1, 489 1, 541 | +366 
I ia oso a Sechaba 691 1, 999 3, 341 +2, 650 
SPR as Ge Se 824 1, 123 1, 080 | +256 
gt RE a ee BPE ELE 2, 514 3, 406 3, 010 +496 
RI tt distin ce nemaheapeaeavectdiesdtbas na toes pra onit aia 6, 245 9, O71 10, 208 3, 963 


Mr. Brercer. These countries were selected because they are not only 
a traditional dollar market for United States agricultural exports but 
also are countries which have made great improvement in their econ- 
omy and balance-of-trade position as evidenced by their gold and 
dollar holdings. They can be considered as relatively easy markets 
in which to sell for dollars. 

You will note that this so-called easy market—this traditional dol- 
lar market for our commodities—took only 30 percent and 31 percent, 
respectively, in 1955 and 1956 of Waited States agricultural exports 
other than barter. For the same 2 years, 61 percent and 56 percent of 
exports originating through barter were sold in these markets which 
were best able to pay dollars. We admit such evidence is not con- 
clusive, but we believe it is sufficiently indicative of potential cash sale 
displacement to justify a program revision to more adequately assure 
that barter was not replacing cash sales. 

Being faced with this situation, we in CCC had to ask ourselves 
whether it was more desirable to receive cash for our commodities or 
to accept strategic and other materials. The answer seemed obvious 
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to us. Even in those cases where we had an immediate outlet for the 
materials we acquired, there was always a considerable delay before 
CCC was reimbursed in cash for the commodities it turned over to 
barter contractors. 

Incidentally, on that market risk, we only had a one-way street on 
that. We had to take less when we turned it over to the Government 
agencies when the market was lower, but when it went up, we never 
got any profit out of it. 

Where no immediate outlet for the materials existed, CCC was com- 
pelled to bear storage, handling, and other charges on the materials 
as well as interest on its borrowings representing the value of the 
materials. 

Although I was unable to be present at all of the previous hearings 
of this committee dealing with Public Law 480, I have been informed 
by the observer for the ‘Department who was present at the hearin 
that considerable emphasis was placed by other witnesses on the study 
claimed to have been made by the Department prior to the temporary 
suspension of barter operations. You will recall from our press re- 
lease dated May 15, 1957, a copy of which has already been made a 
part of the record, that in announcing the temporary suspension of 
the barter program, we said that the Department had been making a 
detailed review of barter operations. Our review consisted of many 
conferences at virtually all levels in the Department at which the 
informed views of our commodity people, our economists, our operat- 
ing staff, and our sales specialists were solicited. As a result of these 
conferences, the facts about barter, which I have just detailed, came 
into clear focus. 

There is no written record of the review on which this decision was 
based as is seemingly thought by some of the other witnesses. We 
are making an effort in this statement to summarize the considera- 
tions which prompted the decision. 

Senator Humeurey. At this point, it is fair to say, however, that 
there is a summary which has been prepared by the Department 
which has been made available to the committee, relating to the dis- 
cussions that were held. I have your letter of June 4, 1957, which 
incorporated that. It says: 


No formal report of the review or restudy were prepared— 
speaking of the study you alluded to— 


we are, however, sending you two reports of the administrative use made by 
the Department of Agriculture relating to— 

Then those statements are a statement of future barter policy, and 
a statement on barter of commodity credit-owned commodities. 

The Department also submitted some charts along with it. That, 
as I understand it, is a synopsis or summary of the various meetings 
and of the administrative investigations and reviews that were made 
prior to the decisions that were taken ? 

Mr. Bercer. That is correct. 

Senator Humpnurey. That will identify that particular document. 
We'll come to it later on. 

Mr. Bercer. Much has been said with respect to the revised provi- 
sions of the barter program as outlined in the Department’s press 
release of May 28, 1957. Charges have been made of opposition to 
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barter in the Department and witnesses have implied that the purpose 
of the revision was to “kill” barter. I should like to review with the 
committee the principal provisions of the revised program as set forth 
in that press release and discuss why each provision was included. 

1. In general, if the barter contractor can satisfy the Commodity Credit Cor- 
poration that a proposed barter transaction will mean a net increase in United 
States exports of the agricultural commodity involved, CCC will enter into 
barter contract providing for delivery of any CCC-owned agricultural commodity 


(or tobacco held as collateral for CCC loans) for export to any friendly foreign 
country. 


We believe increasing exports of United States agricultural com- 
modities is the fundamental justification for a barter program. We 
believe that principle motivated Congress in all its legislation on 
this subject. 

We do not believe the burden of proof should rest with the Depart- 
ment to prove that any proposed barter transaction would not increase 
exports of agricultural commodities. On the other hand, we do feel 
that we must be satisfied that the prospective barter contract results 
in a net increase in United States agricultural exports. If there is no 
basis for believing that the acceptance of metals or minerals by CCC 
in lieu of dollars for a quantity of agricultural commodities will re- 
sult in the export of more agricultural commodities, we do not believe 
we should barter. If, however, a potential increase in exports is evi- 
dent, we stand ready to use barter. This is all that is involved in this 
first provision. 

2. Exports of cotton, wheat, and feed grains to certain countries will be auto- 
matically presumed to be in addition to normal exports, and therefore a special 
showing that the barter transaction will result in a net increase in total United 
States exports will not be required. 

Senator Humpnurey. That is again from your press release ? 

Mr. Bercer. Yes. What is in the quotation marks is from the 
press release. 

These countries will include all those not named in the country lists given 
later in this release. 

We have attempted to spell out the areas of the world where the 
movement of our agricultural commodities under a barter contract 
would automatically be considered as additional business. The coun- 
tries listed for cotton, wheat, and feed grains as not being eligible for 
barter transactions unless there is a special showing that exports are 
increased, are countries with which we have a traditional commercial 
dollar trade in those commodities. Movement of cotton, wheat, or 
feed grains into those countries as a result of barter might be replac- 
ing sales that would otherwise be made for cash. To all other desti- 
nations we are willing to assume that it is additional business. 

We made this decision in the case of cotton, wheat, and feed grains 
because they are the major agricultural commodities held by CCC 
that traditionally move into export for dollars. While it is not cov- 
ered in the release, if anyone should offer to move a sizable quan- 
tity of dairy products into a foreign country to which we have not 
been selling dairy products, we would not be hard to convince that 
the best interests of CCC would be served by such a barter deal. 

3. Each barter contract must contain a specific designation of the agricultural 


commodity involved in the transaction. Up to now, barter contractors could 
export virtually any CCC-owned commodity under their contracts. 
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Obviously we cannot evaluate the increased export potential with- 
out knowing the agricultural commodity involved. 

Senator Humpurey. In other words, what you are saying is that 
under prior conditions, previous to this revised regulation on barter, 
a contractor who is engaged in barter, offering to sell strategic ma- 
terials, or barter strategic materials with Commodity Credit could 


take any stocks out of Commodity Credit that were available in Com- 
modity Credit holdings. 


Mr. Bercer. That is right. 

Senator Humpurey. The contract would not have to specify cot- 
ton or wheat or rice or whatever is involved. 

Mr. Bercer. That is correct. 

Senator Humpnrey. Now you are asking the contractor to spe- 
cifically state commodities so you can trace the commodities to the 
destination and see if there is an additional supply going into an 
area that would ordinarily not use this commodity. 

Mr. Bercrer. You have read my second paragraph. 

Senator Humpurey. Oh, excuse me. 

Senator Arken. When would the contractor make his designation 
of the commodity which he intended to ship overseas in exchange 
for strategic materials? 

Mr. Bercer. Anytime that he wanted to come in and buy it from 
us. 
Senator Arken. Did you have any system of priorities? Anybody 
that says, “I want to come in and barter 10,000 tons of cotton seed 
oil,” and there was an opportunity to sell that to better advantage— . 
who would get it ? 

Mr. Bercer. As long as it was on our list as being a surplus com- 
modity and in Commodity Credit Corporation acl commiaan we 
have we consider surplus commodities and available for sale as Com- 
modity Credit Corporation stocks—the barter contractor could come 
in and pick out anything he wanted and sell it at the going price. 

Senator Arken. Provided he had an agreement. 

Mr. Bercer. That is right. 

Senator Arken. Even though he had to sell it for dollars after he 
had this agreement ? 

Mr. Bercer. That is right. 

Under the old program where the barter contractor had available 
to him any agricultural commodity, owned by CCC and offered for 
export, there were decided shifts from time to time in the commodities 
taken. After the minerals importer had found an outlet for his 
material in this country to CCC, he naturally took the easiest way out 
to discharge his export obligations. The easiest way out was to ex- 
port that agricultural commodity which because of a combination 
of CCC price and world supply and demand provided the most 
ready sales opportunity for dollars or other currency acceptable to 
the exporter. Thus we have seen great shifts from wheat to corn 
to grain sorghums to barley and most recently to cotton in the com- 
modities taken under barter. 

So in this provision we have merely requested that we know in 
advance what agricultural commodity we can expect to receive an 
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increased export outlet for as a result of our acceptance of a specific 
barter proposal. 

4, If barter contractors desire delivery of agricultural commodities in advance 
of delivery of material to CCC, such advance deliveries will be permitted, but 
interest at the rate which would be applicable to credit sales by CCC will be 
charged until the material is delivered or payment is otherwise effected for 
the agricultural commodities. Payment for the interest charges will be delayed 
until the final settlement under the contract but must be paid in cash. An 
irrevocable dollar letter of credit acceptable to CCC must be posted for the value 
of agricultural commodities which are delivered by CCC in advance of delivery 
of materials to CCC, plus the estimated amount of interest. Heretofore, interest 
was not charged for the first 2 years. 

The General Accounting Office in its report to the Congress on the 
Commodity Credit Corporation dated March 1, 1957, criticizes the 
liberal credit terms of the barter program and terms them “concessions 
to barter contractors.” 

Senator Arken. Just a minute, Mr. Chairman. 

These interest payments which had to be paid in cash—does that 
mean they had to be paid in dollars? 

Mr. Bercer. This is the change in the new program that we have 
here now. 

Senator Arken. That is right, but they had to be paid in dollars? 

Mr. Berecer. That is right. 

Senator ArkEeN. You couldn’t use any foreign currency ? 

Mr. Bercer. That is right. 

The GAO makes the specific recommendation : 

We recommended * * * that CCC consider discontinuing the concession involv- 
ing long-term liquidation of contractor’s obligations. 

After deliberate consideration we decided to follow the GAO recom- 
mendation. We had two alternatives: (1) We could have treated the 
advance delivery of the agricultural commodity as a cash sale and 
required payment in cash for the commodity upon delivery and then 
refunded the cash upon delivery of the minerals or metal; (2) we 
could merely provide for payment of interest on the value of the 
agricultural commodities during the time and to the extent they had 
not been paid for by delivery of minerals or metals. We felt that the 
latter course, as set out in point 4, would be more satisfactory to barter 
contractors and serve as a greater incentive to the development of sound 
barter proposals. 

5. Barter contractors must provide assurances satisfactory to CCC that the 
agricultural commodities exported under barter contracts will not be trans- 
shipped from the approved countries of destination. In the past, only assur- 
ances against transshipment to unfriendly countries was required. 

Since knowing where an agricultural commodity exported under a 
barter transaction is going is essential to an evaluation of the potential 
increase in exports resulting therefrom, we believe we need to have 
assurance that the country shown on the export bill of lading is not 
merely a stopover on the way to replacement of a sale in a dollar 
market. This is no reflection on our United States exporters, as nor- 
mally these commodities move freely in world commerce. We there- 
fore feel that the provisions of point 5 are essential to the basic ob- 
jective of assuring that a barter transaction increases exports. 
Senator Humpnurey. Can you really police that? 
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Mr. Berger. I think it can be done pretty well. It certainly can be 
done better by having the requirement, because then if you only check 
shipments concerning which you may have some doubt, shipments 
which began showing up in ports where they are not supposed to, 
they can be checked more definitely, I think, that way. 

Senator Humpnrey. Let’s say, for example, that you made a barter 
ae ogre and the barter agreement commodity from the Commodit 

redit Corporation ended up as its first destination, let us say, in Hol- 
land or in Germany or some one of the Western European countries. 
They have nice, big granaries over there. They just blend this stuff in. 
vo do you know which is the American commodity and which the 
other ¢ 

Mr. Bercer. This provision refers primarily to reshipment of the 
cargoes. 


STATEMENT OF THOMAS R. RAWLINGS, DIRECTOR, BARTER AND 
STOCKPILING DIVISION, COMMODITY STABILIZATION SERVICE, 
UNITED STATES DEPARTMENT OF AGRICULTURE—Resumed 


Mr. Rawutnos. In the past we required that the grain handler or 
the export handler put a clause against transshipment to unfriendly 
areas in his sales contract with the first buyer overseas. Frankly, I 
haven’t heard of any instance where they have abused this. Most 
foreign firms are a little afraid to get on the blacklist of the United 
States. 

Senator Humenrey. They might not transship United States com- 
modities, but they could readily empty their granaries of other grain 
and replace it with grain that they have gotten from the United 
States under this program. 

Mr. Rawutnes. We have had a requirement in our barter contracts 
covering such a possibility. 

Senator Humpnurey. I heard quite a bit about that overseas. I was 
over there and talked to a few people awhile ago. I heard we were 
shipping all kinds of commodities to Germany. The Germans had 
their own normal supplies and they were happily engaged in selling 
their normal supplies as fast as they could sell them and replacing 
them with American stocks, only to resell them in places we didn’t 
think it was so good to sell them. But they were out to do business. 

Mr. Rawiines. That may not have been a requirement then. 

Senator Arken. How about milling? Is there any restriction about 
milling that wheat and shipping the flour anywhere they see fit? 

Mr. Bercer. It shouldn’t be done, but on the other hand, it would 
be awfully hard to check. 

Senator Humpurey. It seems to me that anybody that really wants 
to do business knows plenty of ways to get around these artificial 
restraints of commerce. I am not saying the restraints are not de- 
sirable from our point of view, but when people decide they are going 
to make a dollar and do some business, it is pretty difficult to restrain 
them. It is like telling the Japanese that they are not going to trade 
with the continent of Asia. They say, “Fine, but why don’t you try 
starving for a few years?” 

We tried to enforce trade laws in this country. We even tried to 
keep people from buying certain spirits. But they did business. It 
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is hard to keep people from doing business, even when you have life 
sentences involved. 

Senator Arxen. If we are going to avoid violations on these agree- 
ments on all shipments, they would have to be sent to Utopia, probably. 

Senator Humpurey. You are right, but I don’t know how much 
business we would be doing there. 

Senator Hickenoorer. Mr. Chairman, I would like to ask 
question. 

Senator Humpurey. Surely. 

Senator Hickentoorrr. Mr. Berger, is it possible to police this by 
getting an appraisal or an assessment of an approximate production 
of a country of a product and their approximate imports from other 
countries, and add up a total so we can gage whether or not they are 
exporting an excess amount in violation of these agreements ? 

Mr. Bercer. A pretty good job can be done on ‘that. But I'll be 
the last one to say that it is 100 percent perfect. It just cannot be 
done. There are no ifs and ands about that. 

I would also say, Senator, that the same thing would happen on a 
cash deal as well as on a barter sale. I think the thing the chairman 
has reference to, that he found out in Germany or the Netherlands 
on his trip, is that large sales of vegetable oils were being made and 
CCC had big stocks of vegetable oils on hand at that time, which we 
were selling ‘for cash. These were cash sales, and didn’t get involved 
in the barter dealings at all. Some of the oils may have moved on 
barter contracts, but only a small percentage of them. 

Senator Humpurey. I don’t know if there is any proof to this alle- 
gation. It has been made before. I don’t want the record to appear 
as if I knew this as an absolute fact. I said I heard this. 

Mr. Rawitnos. I do recall that when it was not our policy to ex- 
port any agricultural commodities to the Soviet bloc, you had to 
notify the Department of Commerce where exports of commodities 
were going. I did hear of a case—I can’t substantiate it, so it is only 
hearsay ,—but it seems a few firms had specified friendly destinations 
for commodities but the commodities ended up behind the curtain. 
Subsequently, the Department of Commerce was said to have sus- 
pended the export privileges of these firms. But most firms are hon- 
orable people, and they are reluctant to do anything to jeopardize 
their position. 

However, it does happen. 

Senator Hicxentoorer. I would like to ask about the reverse twist 
on this thing. 

What about the possibility of reimporting certain products to this 
country for processing here if the price is advantageous and the dif- 
ferentiation makes it profitable ? 

Mr. Bercer. I cover that later, Senator. You are ahead of me. 

I quote again from the press release. 

6. Materials delivered under barter contracts may not be produced or processed 
in the United States. Heretofore, foreign-produced materials could be processed 
here. 

The simple theory of why barter is capable of increasing exports of 
agricultural commodities is that some countries either do not have 
or are not willing to spend dollars for agricultural commodities, 
whereas they would buy them if they could pay for them with metals 
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or minerals. In other words, the acceptance of metals and minerals 
in lieu of dollars increases the purchasing power for agricultural 
commodities. The acceptance of materials produced or processed in 
the United States and paid for in United States dollars could not 
increase the dollar purchasing power in a foreign country. It there- 
fore seems logical to us, to exclude domestic materials from the barter 
program as we have done in point 6. To do otherwise makes the 
baveee program a mineral acquisition program instead of an agricul- 
tural commodity export program. 

Senator Hickentoorrr. May I ask a question there about No. 6? 

Senator Humpurey. Yes. 

Senator HickenLoorer. It seems to me to be a little unclear. No. 6 
says: 

Materials delivered under barter contracts may not be produced or processed 
in the United States. 

Does that mean materials delivered by the purchaser or the barterer, 
abroad? Materials he trade for materials he gets here? 

Mr. Bercer. Senator, we have a number of materials in which the 
raw mineral is obtained from foreign sources. Then it is brought 
into this country and processed in this country by some manufacturer 
or processer in this country. 

Senator Hickentooper. As I read it, it says it cannot be processed 
in the United States. 

Mr. Bercer. That is right. That is the limitation we put on. 

Senator HickeNLoorer. You mean raw materials that are bought 
abroad under barter, that come into this country, cannot be processed 
in this country ? 

Mr. Bercer. That is right. After they are purchased with barter 
funds. They can be processed here, but not processed under the barter 
contract. 

Senator Humrpnrey. I have an article here from the Wall Street 
Journal, dated June 26, 1957, with regard to zine and lead. 

Benson cool on plan to barter farm goods for foreign metals; Secretary asserts 
the program should serve agriculture, not zine and lead interests. 

Mr. Bercer. What we had done in prior years or prior months was 
to barter some of our agricultural commodities, let us say, for the raw 
material zinc or lead in its natural form. Then it was brought into 
this country and processed into a usual metal. Well, that has been 
stopped under the barter program. 

Senator Hicken.Loorer. What do you do in the case of concentrates ? 

What happens when you bring concentrates into this country ? 

Mr. Brercer. We put them in the stockpile, or, if they need further 
processing, General Services Administration or the stockpile program 
would have to pay for it in cash. 

Senator Hicken.oorer. That is what I mean. I don’t think state- 
ment No. 6 is clear on that at all. The statement, “Materials delivered 
under barter contracts may not be producde or processed in the United 
States.” 

Do I understand by saying they may not be processed in the United 
States, you mean they cannot be brought in here under the barter con- 


tract and processed in the barter contracts before they are turned over 
for value? 
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Mr. Bercer. That is correct, and I can see that it is a little weak 
from the concentrate side. 

Senator Hickentoorer. People that buy zinc concentrates in this 
country—what do they do with them ? 

Mr. Rawutnes. We only take materials that meet the specifications. 
These are for the national stockpile. We don’t take concentrates, but 
take the zinc or lead. Under the new program we don’t take it unless 
it is already processed. 

Senator Humpurey. And it has to be processed abroad ? 

Mr. Rawurnes. Yes, sir. 

Senator Humrnrey. Is not this discrimination against some of our 
own mining or processing people in the United States ? 

Mr. Bercer. If the barter is to produce purchasing power abroad 
it must be that way. 

Senator Arken. That is the purpose as far as Public Law 480 is 
concerned. There may be other laws that have different purposes. 

Senator Humpnrey. Take for example, some people that are out of 
work in a ferroalloy plant that would ordinarily like to buy a little 
butter. They don’t have any jobs because you are insisting that all 
these alloys be processed in France or Spain or Italy or someplace else, 
rather than processing them here? 

Mr. Beroer. Senator, I had a contract one time, cross my desk for 
signature. I think it was somewhere in the neighborhood of $20 mil- 
lion, that is the total value of the contract. After studying it, I found 
that nearly 85 percent of the value of the contract represented domes- 
tic processing. To me, as Executive Vice President of the Commodity 
Credit Corporation, it was a little hard to see how much additional 
purchasing power that contract was providing for the purchase of 
agricultural commodities abroad. 

Senator Arken. You used the words, “produced or processed in the 
United States.” Did you have any reason to believe that in the past 
some of the commodities you were sold for barter purposes may have 
been resold for dollars in other countries and then repayment actually 
been made with materials which were produced in the United States? 

Mr. Berger. We have had that proposal cross our desks. 

Senator Arken. Your wording would indicate you would like to 
block anything like that from happening. I wonder if you had any 
reason to suspect—not that you had any proof, of course—but any 
reason to suspect that you are being repaid with materials actually 
produced in the United States. 

Mr. Bercer. We have had plenty of proposals. 

Senator Hickentoorrer. How about the situation that existed some 
years ago where I understood that certain foodstuffs—that is, raw 
materials of foodstuffs —were shipped abroad and processed into ‘food. 
That is the raw materials of food, such as cereal, processed into certain 
type of food, packaged, and traded back here, and the material or igi- 
nally came from this country, but the finished product came back. Do 
you ‘know of any of that that happened in the barter program, or was 
it straight out-and-out sale ? 

r. Bercer. I haven’t found it to be any more true of barter than 
I have found it in some cases where we have been forced to sell our 
raw materials for cash at a lower price abroad than we do here and 
then have the finished product come back and slap us in the face. To 
a certain extent, that has happened, definitely. I can cite you one, 
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not necessarily the food items. That hasn’t bothered me too much, so 
far, as it has in the oilfield again. 

I remember when we sold some linseed oil quite cheaply in order 
to get rid of our surpluses—to get rid of a pile we had on hand. Even- 
tually linoleum and paints made from this linseed oil began to come 
back. 

We have to be very careful that we don’t get our prices too low 
abroad, too much below what we are selling them for here, or they 
do come back and slap us in the face then. 

Senator Humpurey. You sell those commodities, however, at the 
world price, don’t you ? 

Mr. Bercer. That is right. 

Senator Humpurey. The theory being that they cannot get it any- 
place else, and the only place they can get it is here. 

What I am getting at is you have two or three interests involved. 
This isn’t a one-way street, and I cannot separate “citizen” into the 
Department of Agriculture section, the Department of the Interior 
section, the Post Office section, and so on. 

For some peculiar reason, my mind is all mixed up on this. I think 
of a person as a whole person. I can see from your point of view as 
a departmental man why it becomes very difficult at times to handle 
some of these programs because you are stuck with certain laws that 
hold you strictly accountable to the Commodity Credit stabilization. 

If you are trading general wheat on a barter for a mineral for which 
you would like to process in a ferroalloy, you are not doing this to see 
if it works. You are doing it because we need the metal; is that right ? 

Mr. Bercer. I think we have only traded for those materials that 
are listed by the Government as needed. 

Mr. Rawuinos. The national stockpile is for military use or essen- 
tial civilian use; that is, so far. As of today, our figure would be 
a little over half of the strategic materials contracted for under barter 
are for the strategic stockpile. There is no question. 

As to the supplemental stockpile it provides a little additional se- 
curity. Whether or not you need it in the same terms as the national 
stockpile, it is not high priority. 

Senator Humpnrey. But your position seems to be that you can- 
not convert this back into money in the Treasury. That is your prob- 
lem. That is a very big problem. On your strategic materials, you 
can be reimbursed ¢ 

Mr. Bercer. Right. 

Senator Humpnurey. On supplemental stockpile items, you run into 
the possibility of not being reimbursed ? 

Mr. Rawtrnes. There is only an authorization for appropriation. 
Whether Congress will later decide not to reimburse, we don’t know. 

Senator Humrenrey. You cannot have it over years of time; that 
is one of your problems? I just want to complete this thought. 

It appears to me that what we are learning here is that we in Con- 
gress set up certain goals that ought to be established for the security 
of the country, and then when we come to a point where we would 
like to cut down on the budget a little bit, we say, “Commodity Credit 
Corporation has a lot of wheat over there; let them trade that for a 
while, and we won’t replenish that money.” This is kind of a game 
weplay. Ultimately, it has to be repaid ? 

Mr. Rawtrnas. It should be. 
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Senator Humpnrey. As John Mannard Kanes said a long time ago 
about the difference between the long-term and the short-term eco- 
nomics—what he said is, in the long run we are all dead. And what 
you are advocating is that you are broke. 

Mr. Rawtrnes. We are sitting now on $300 million we hope to have 
reimbursed. 

Senator Humpnrey. You know, my daddy used to comment on in- 
ventory when we were short of money in the bank. I was just a young 
fellow and I thought things looked pretty good and he used to say, 
“The trouble is, we don’t have any money in the bank, we have it all 
in inventory.” And money in inventory can be quite a different thing 
from money in the bank. 

Is that your problem ? 

Mr. Rawirines. We have an inventory, and a larger figure to come 
that has been contracted for. 

Mr. Bereer. I think at this point I would like to further confirm 
what you are saying there in regard to Commodity Credit Corpora- 
tion’s problem. 

Here we have a total borrowing authority of $141, billion. If you 
look at the financial statement of C ommodity Credit C orporation, we 
have only a part of this borrowing authority tied up in the real 
purpose of the Commodity Credit C orporation’s s function, and that is 
to loan money and carry inventory in agricultural commodities, and 
only a little over $814 billion is tied up in that function. Still, we 
are getting to the point where we will have to come down to Congress 
next February and ask for an extension of the buying authority of the 
Commodity Credit Corporation, because we have other money tied up. 

Senator Humpurey. Do you consider these accounts receivable good 
accounts ¢ 

Mr. Bercer. We do. 

Senator Humpurey. I am thinking in terms of commodities which 
you have purchased which are billed, apparently, to other bureaus of 
the Government. Are these good commodities? Reasonably good 
transactions ? 

Mr. Bercer. Yes; I think we’ll get the money, as far as that is con- 
cerned. I am merely illustrating the point that a larger proportion 
of the total borrowing authority 

Senator Humpnrey. What you are illustrating is, if a modern bank 
ran its business like the Government, it would be broke. In any 
business, accounts receivable are considered as assets. But in the Gov- 
ernment of the United States, apparently, they are not. Accounts 
receivable are considered liabilities. This is ridiculous, if you will 
pardon me for saying so. This is the reason there is the kind of 
bookkeeping in this Government which just does not make sense in the 
20th century. I think it made sense back with Louis XIV. 

Capital accounts ought to be considered what they are in the tele- 
phone company. When the telephone company goes to borrow money 
to put in switchboards and lines and so on, they say they own some- 
thing. They consider it an asset. In the Government, it is consid- 
ered a liability. 

In any business when you keep books, you buy something over here, 
and you run a debit and ‘a credit. But in the greatest business in 
the world, the United States Government, we don’t do this. Even 
the Swedes do that, you know. They are way ahead of us. 
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By the way, Norway does it, too, and Denmark does it. People 
that have learned to read and write and are up to date, they do these 
things. 

I am not speaking of you personally. Don’t misunderstand me. I 
am just angered by the w ‘hole system. 

Senator Arken. The witness didn’t start this. 


Senator Humpnrey. No; you just happen to be the victim of it. 
Mr. Bercer. Yes, sir. 


Senator Humpurey. Go ahead, Walter. 

Senator Arken. How much of this $844 million that is involved in 
barter deals is still undelivered to the Commodity Credit Corporation ? 

Mr. Rawurnes. Let us see—about $500 million? About $352 mil- 
lion is in inventory on hand now, and out of $844 million, subtract 
$350 million, it leaves roughly $490 million, say. 

Senator Arken. That is still to be delievered over the next 2, 3, or 
4 years? 

Mr. Rawirnes. Yes. 

Mr. Humenurey. In the meantime, do the contractors have the use 
of the commodity interest free under this arrangement ? 

Mr. Rawttnes. Until they make deliveries. 

Senator Arken. That is almost as good as a rapid writeoff. 

Senator Humpnrey. That is under old contracts. New ones, you 
make interest charges? 

Mr. Rawtines. Yes. 

Senator Arken. And some of them are comparatively recent ? 

Mr. Bercer. You couldn’t change an existing contract. 

Senator Arken. You still have $500 million coming back to us in 
materials from foreign countries ? 

Mr. Bercer. That is right. 

Senator Humenrey. Are most of those strategic materials? 

Mr. Rawuirnes. It is a little over half of this national stockpile, 
and a little less for supplemental at this moment. 

Senator Humpnrey. But, again, you consider these materials that 
you are obtaining as being usable, salable, and desirable material— 
that you would consider them a national asset? Is that correct? 

Mr. Rawtrnes. Yes; based on the policy which we follow of letting 
ODM, through the interdepartmental committee designate the ma- 
terials we will accept. We figure that that is their judgment. 

Senator Humpurey. They are the ones that are apparently experts 
in this field. They are listed by the Government as the ones that 
know what we really ought to have. 

Go ahead, sir. 

Mr. Bercer (reading) : 





7. Each barter contract for strategic and other materials must designate the 
country or origin of the materials to be delivered. In the past, this was not 
required. 

In order to round out the picture of how and why there is any 
connection between our acceptance of minerals and metals in lieu 
of dollars and the export of a certain quantity of an agricultural 
commodity, we feel we need to know where the minerals or metals are 
coming from as well as where the agricultural commodities are going 
to. This does not mean that the two necessarily have to be the 
same countries, as we recognize that interrelationships can and do 





536 POLICIES AND OPERATIONS 


exist in foreign trade. However, we believe that point 7 is essential 
to an evaluation of whether the agricultural commodities to be ex- 
ported are increased as a result of the additional purchasing power 
created by acceptance of the material. 

These seven points were given very serious consideration before they 
were announced as Department policy. The yardstick used to measure 
each one was, “Will this and is this necessary to assure the barter- 
program objective of increasing agricultural exports?” We believe 
that all seven points meet that test. 

We are not opposed to barter nor are we attempting to discourage 
barter where the true objective of increasing agricultural exports gives 
promise of being accomplished. We are opposed to barter as a means 
of providing a market for minerals and metals which have no more 
lucrative outlet when CCC is apparently losing cash sales thereby. 

It is understood that previous witnesses from among barter con- 
tractors and commodity dealers have strongly urged that CCC ex- 
change its agricultural commodities for strategic materials other than 
those suggested by the ODM for stockpile procurement. We have 
given serious consideration to such proposals on many occasions in 
the past. As we have said many times, we in the Department feel that 
we have some knowledge in matters relating to agricultural com- 
modities, but we do not profess to have the needed competence to 
decide what kind of quantity of materials would be in the national 
interest to acquire by barter. Because of the widespread impact of 
such decisions on availability for domestic users, competition with 
domestic mining interests, domestic and world markets, production 
expansion in the world, as well as the potential contribution of these 
materials to the Nation’s defense and security, we have not made this 
decision alone. This matter has been thoroughly considered and 
agreed to in interdepartmental discussions. 

We agree with the decision that the determination of what materials 
should be accepted under barter should be made by the ODM, which 
is responsible for the establishment and maintenance of stockpiles of 
materials needed by this Nation in the event of an emergency. In so 
doing, we feel that we are obtaining the best judgment of all Gov- 
ernment agencies concerned with this subject because the ODM deter- 
minations are based upon the guidance it receives from other Govern- 
ment agencies through the Interdepartmental Materials Advisory 
Committee structure. 

Some of the other witnesses appearing before this committee have 
expressed the view that Agriculture has not been favored barter 
unless it has an immediate outlet for the materials which are being 
received in return for the disposition of agricultural commodities. 
It has been suggested that the Department would rather hold its 
grain and protect its cash position than exchange the grain for 
strategic materials for its own account and save substantial storage 
charges. We feel that these observations are based on a misconception 
of the position which Agriculture has taken. It must be remembered 
that the Commodity Credit Corporation was created for the purpose 
of stabilizing, supporting, and protecting farm income and prices, 
assisting in the maintenance of balanced and adequate supplies of 
agricultural commodities, and of facilitating the orderly distribution 
of agricultural commodities. We feel that only to the extent the 





—_ 


ODO wee & Te ee 


Ore Fre 


POLICIES AND OPERATIONS 537 


acquisition of strategic materials contributes to these purposes of 
CCC are we justified i in exchanging surplus agricultural commodities 
for these materials. If, as we believe, the commodities which are 
being exported under barter could have been sold for cash, we are, 
through the barter operations, diverting funds which should have 
been used for agricultural purposes. Under the provisions of the 
revised barter program which, we are confident, assure that barter 
exports will not replace cash sales, we are happy to exchange CCC- 
owned agricultural commodities for the strategic and critical mate- 
rials suggested for acquisition by ODM, whether we have an immediate 
outlet for them or not. 

Some witnesses made much of the fact that we had refused to go 
all out in exchanging wheat, which deteriorates in storage and has a 
high storage cost, for industrial diamonds which can be stored indefi- 
nitely at a negligible cost. I would be the first to agree that such 
swaps would be highly advantigeous if that were all that were in- 
volved. It is, however, necessary to consider the other steps in the 
transaction. 

The wheat or cotton which we are asked to exchange for the dia- 
monds would be sold on the world market to countries which are pay- 
ing cash for these commodities. So we would not increase our sale 
or decrease our inventory of cotton or wheat, but we would in effect 
be exchanging the dollars which we otherwise would acquire for the 
diamonds. We would continue to pay interest on our investment in 
the diamonds for an indefinite period and increase the cost of the 
farm program by that amount. If we don’t barter for the diamonds, 
the dollars received from the sale of our cotton and wheat would be 
available to reduce our borrowings and our interest costs. 

I am sure that if we bartered for diamonds and then turned around 
and sold them at once to domestic industry the diamond importers 
would be the first to say that we would not be helping them in any way. 
We would be taking their customers and cutting their sales of diamonds 
for cash. We have been forced to conclude that this is in reverse what 
is happening to us. ‘The commodities which we are turning over to 
barter contractors and their agents are being sold to our reeular 
customers who would pay us dollars and our market is being reduced 
by this amount. 

As I pointed out earlier, it has been our experience that barter 
contractors usually engage the services of commodity dealers to dis- 
pose of the agricultural commodities obtained under barter contracts. 
From reports which I have received concerning the testimony of 
previous witnesses, it appears that the barter contractors, who do not 
actually handle the agricultural commodities, are most vigorous in 
their assertions that commodity exports under barter do not replace 
cash sales of similar commodities. On the other hand, while express- 
ing the opinion that barter had increased net exports of commodities, 
the commodity dealers who testified were, in general, much more re- 
served in their statements. 

The theory was expressed by several grain dealers that because a 
barter contractor obligates himself to dispose of a substantial quan- 
tity of agricultural commodities, this obligation forces him to exercise 
much gr reater diligence in finding new outlets for the commodities. 
At the same time, ‘at least one of the grain dealers implied that grain 


transactions under a barter contract are handled no differently than 
95262—57——35 
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are transactions related to purchases of grain for cash, by saying that 
in the last analysis the grain company is dealing in volume movements 
of commodities rather than in specific transactions. Although, in 
some instances, it may be possible that the obligation to dispose of a 
given volume of commodities induces more active sales efforts, it is 
equally likely that no additional effort is expended and the barter 
commodities, at least in the past, merely took the place of commodities 
that the commodity dealers would have otherwise acquired at any 
event. It would seem that sales of the barter commodities at current 
world prices would bring the usual profit and possibly an additional 
profit resulting from the purchase at a discount from the barter 
contractor. 

In conclusion I should like to express my appreciation for the op- 
portunity to testify before this committee. I feel that it is quite ap- 
propriate that the barter progrem, which in volume amounted to about 
a billion dollars over the past few years, be reviewed by congression- 
al committees at this point. I wish to repeat, Mr. Chairman, that our 
principal objective is and must continue to be the disposal of agricul- 
tural surpluses and not the acquisition of materials. Whenever we 
can actually increase the level of United States commodity exports we 
will do so. In return for materials which ODM believes are desira- 
ble for barter acquisition against future need, we will barter any of 
our commodities, provided we can be sure that we are increasing our 
exports. We will barter wheat, feed grains, and cotton for export to 
friendly countries which normally do not buy these commodities from 
us without any special showing that total exports are increased. In 
so conducting our barter operations, we believe we are complying with 
the intent of the Congress, and furthering the disposal of agricultur- 
al commodities. 

I would like to add this little statement to my official statement. 

The foregoing statement represents the present view of the De- 
partment of Agriculture with respect to barter. We are now review- 
ing and will continue to review that policy. If extenuating circum- 
stances or later developments are injected, the Department w vill deter- 
mine its future policy in the light of these developments. 

Thank you, very kindly. 

Senator Humenrey. Thank you, Mr. Berger. 

Mr. Rawlings, did you wish to say something ? 

Mr. Rawurnes. I would like to correct a statement I made a little 
earlier, if I may, sir? 

Senator Humpurey. Please do. 

Mr. Rawttnes. In response to Senator Aiken’s question, he asked 
me how much remained to be delivered. I failed to subtract in my 
mind the amount that had already been transferred to the stockpile. 
The figure actually is around $335 million, rather than around $490 
million as I testified earlier. 

Senator Humrenrey. Mr. Woodling, do you have anything? 

Mr. Woop.ina. No, sir. 

Senator Humpurey. Under section 303 of Public Law 480, Mr. Ber- 
ger, Mr. Rawlings, and Mr. Woodling, that section relates in some de- 
tail to the barter authority. 
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Do you interpret that section to be directed toward additional 
emphasis upon barter in the light of what it says in the first sentence? 
That sentence reads: 


Whenever the Secretary has reason to believe that in addition to other au- 
thorized methods and means of disposing of agricultural commodities owned by 
the Commodity Credit Corporation, there may be opportunity to protect the funds 
and assets of the Commodity Credit Corporation by barter or exchange of such 
agricultural commodities, et cetera. 

My question is, Do you place emphasis upon the words, “in addition 
to the other authorized methods and means of disposing of these sur- 
plus commodities”? You were directing your attention toward what 
would be the improvement of our export market. Now, I am not de- 
bating the issue, I just wanted to get your point of view here again. 

I just want you to think this through carefully. There could be 
some interpretation that barter is to be over and above what you would 
use, over any other possible means, and therefore, it should have extra- 
ordinary treatment in terms of acquisition of materials for assets for 
the Commodity Credit Corporation. 

What is your feeling on that, Mr. Berger? 

Mr. Bereer. Senator, I would say that I believe our record proves 
without doubt that we have done everything we possibly could to de- 
velop the barter program. I think the actual number of dollars’ 
worth of barter volume shows that we did that. But reading a little 
further, we see that the Secretary is authorized to use barter only 
when there is an opportunity to protect the assets of the Corporation 
thereby. In view of this prerequisite and the direction taken by 
the barter program, we were impelled to make some changes. 

The barter program is very, very popular, Senator, in both Houses 
of Congress and on both sides of the aisle. It is very popular with 
our farm organizations. 

We did everything in the world to attempt to develop it. We set up 
a separate barter and stockpiling organization within the Department 
of Agriculture. We have followed through with it. But as we began 
to see that barter exports were displacing cash sales to such a large 
extent, we had to step in and start tightening up the program. In 
so doing, we felt that we were properly performing our job in manag- 
ing the Commodity Credit Corporation, which is the responsibility I 
have, at least up to the point of the Board of Directors. 

Senator Humpnrey. Mr. Berger, do the agencies of Government, 
General Services Administration and whatever other agencies may be 
involved in the purchase or acquisition of any minerals or materials 
which might come into your possession and through the Commodity 
Credit Corporation under barter arrangements—do those agencies 
come to you first whenever they want to buy anything, or do they 
look upon the Commodity Credit Corporation as the very first shop- 
ping center, so to speak, for the strategic and critical materials? 

Mr. Berger. I think they have been—Tom, could you answer that 
alittle better ? 

Mr. Rawtitnes. Certainly the General Services Administration, 
purchasing materials under the direction of ODM, has been very co- 
operative. We work closely with them, and with ODM. We do get 
copies of their procurement directives, which are classified, and where 
we see that barter can fit into it, or they feel that barter can, they give 
us that opportunity, and they have been most cooperative. 
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Now, that covers the strategic side of it. The other agencies are not 
as familiar with barter. Iam talking about agencies other than ODM 
and GSA. We have been attempting to find out their requirements 
and work with them whenever we could to stimulate and increase their 
use of the barter medium. 

Senator Humpnurey. You are familiar with this language, and I 
quote from the statute: 

Agencies of the United States Government procuring such materials, goods, 
or equipment are hereby directed to cooperate with the Secretary in the disposal 
of surplus agricultural commodities by means of barter or exchange. Strategic 
materials so acquired by the Commodity Credit Corporation shall be considered 
as assets of the Corporation, and other agencies of the Government in purchas- 


ing strategic materials shall purchase such materials from the Commodity 
Credit Corporation Inventories in the extent available in fulfillment of their 


requirements. 

Now, I appreciate the friendly attitude of other agencies of Govern- 
ment, but this is not friendly language; this is a directive. This 
is not saying, “Would you folks like to visit about this at 4 o'clock 
tomorrow afternoon over a cup of tea, and I hope it won’t interfere 
with any of your plans.” What Congress is saying to the agencies 
is, “Get on the beam; you shall buy from the Commodity ‘Credit 
Cor por ation, if they have got anything tosell.” It also says that these 
agencies shall—are hereby directed—to cooperate with the Secretary 
in the disposal of surplus agricultural commodities by means of barter 
or exchange. Not by purchase, but by barter or exchange. They are 
directed. “They are not advised, or admonished. There is no sug- 
gestion made here. They are directed to get busy and figure out how 
they can utilize materials by means of barter or exchange. 

You say now you are getting information to these agencies, or they 
are becoming informed about that program. 

Is that about what you said ? 

Mr. Rawutnes. I said that the ODM in its directives and General 
Services Administration are doing just that and I believe they have 
done so in the past. 

Senator Humpurey. That’s correct. And you said other agencies 
of Government are now beginning to learn more about the program. I 
believe I am reciting almost word for word what you have said. 

Mr. Rawurnes. That’s true. 

Senator Humpurey. What have they been waiting for ? 

Mr. Rawiines. That I can’t answer. We have worked with the 
Department of Defense, for instance. We now have a man in Paris. 
The Department of Defense, through its Armed Services Procurement 
Regulations Committee, issued an ‘amendment to the Armed Services 
Procurement regulations which does apply to barter, but they have 
not come along as fast since that act was passed as the General Services 

Administration and ODM, which had been cooperating with us and 
working with us closely since the inception of the barter program. 

Senator Humpurey. Who is in the Department of Defense that you 
consult with, Mr. Rawlings ? 

Mr. Rawrrnes. It is not one person. If we are dealing with housing 
it will be with the Assistant Secretary of Defense Office for Military 
Properties and Installations. If you are dealing with general pro- 
curement policy it will be the Assistant Secretary of Defense for 
Supply and Logistics. By putting a man overseas we are hoping to 
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educate the individual procurement officers. Issuing regulations does 
not accomplish much unless, also, you talk with procurement officers 
and meet with them and potential suppliers of materials for Depart- 
ment of Defense. 

Senator Humpnrey. As long as he can get those dollars it is a lot 
easier to do it that way. Let’s be blunt about it. That is exactly what 
you find and they just don’t know about this program. _ 

Senator Arken. Also, Mr. Chairman, we are pane pressure on 
the Department of Defense to the best of our ability to utilize the 
foreign currency which is acquired under title I of Public Law 480. 
I expect that while they might prefer to use dollars, perhaps they 
would prefer to use foreign currency as much as possible rather than 
to participate in barter arrangements very much. ; 

Senator Humpurey. They are very reluctant even on the foreign 
currencies. They have only been getting tuned up on this. 

Senator A1KENn. It is possible they regard that as the lesser of two 
evils between using barter arrangements and foreign currencies, they 
would use the foreign currencies. 

Senator Humpurey. I am not trying to be critical of the Depart- 
ment of Agriculture on this, but I want to say for the benefit of the 
representatives of any other agencies who are here, it appears to me 
that this language is quite specific. I have watched agencies time 
after time rationalize failure to act on the basis that the language is 
discretionary, but this one is not discretionary. This is just as 1f it 
were handed down from the Chief of Staff to the lowliest buck private, 
saying, “Get onthe bear.” Itsays: 

The agencies of the United States Government procuring such materials—and 
it relates to the materials up here that are strategic materials—less risk of loss 
and deterioration, and also other materials— 
and then it lists a whole group here. It says, “Those agencies are 
hereby directed to cooperate.” I think one of the weaknesses here 
has been in light of the amount of inventory, I mean the assets that you 
have tied up in these barter programs. Another weakness has been 
that the other agencies just haven’t tried to figure out, “How can we; 
utilize this material ?” 

Mr. Rawttn@s. I can’t disagree with the broad statement particu- 
larly. I just don’t know. I would like to mention one other 
agency which we have been working with which has been very coopera- 
tive, and that is the Atomic Energy Commission. 

Senator Humpnrey. Yes, sir. 

Mr. Rawiines. And where we could acquire materials, foreign pro- 
duced, that could be used in their program they have cooperated 
with us. They have put out regulations to their field offices, and we 
have had some transactions with them. 

Now it is true that under our program, sir, that we have not been 
acquiring material unless we knew that we had an outlet for it. We 
have not built up stock materials in the hope or anticipation of selling 
them at some time and not knowing the time. 

Senator Humpurey. I can understand your point of view. 

Mr. Rawiines. We don’t just acquire materials without some 
knowledge of where they are going, whether it is the national stock- 
pile, AEC or other Government agencies, defense or supplemental 
stockpile. We have taken some AEC materials, although AEC 
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couldn’t use all of the materials this year. They work on a program 
basis, and they do have anticipated requirements for 4 or 5 years in 
the future. We have gone along with them to that extent. If they 
can show us they have future program requirements for certain 
materials, we will barter for the materials and hold them and let 
AEC take a certain portion each year. This is the type of cooperation 
we have had with them. 

Senator Humpurey. I would be interested for you to watch what 
happens on the Polish deal in terms of the accumulation, No. 1, 
of foreign currencies, and No. 2, in the possibility of barter for 
our overseas base program in which we pour hundreds of thousands 
of cubic feet of cement. The Polish people have got cement, and I 
read every day that we are short of it. If you don’t think we are 
short of it, you just try to build something sometime and see how 
long it takes you to get some. I would like to find out what activity 
does the Department of Defense go through in its Construction Divi- 
sion to contact the Department of Agriculture to see whether or not 
there is any way, any place, any means by which a barter arrangement 
can be made for the Department of Defense to get cement. I am not 
talking about domestic construction. Let’s assume here that domes- 
tically our own cement plants can handle our domestic needs. I 
doubt it. I seriously doubt it, and I can see now telegrams and letters 
coming from cement companies, but I still doubt it. I still think they 
want a short supply. I think they have got a short supply. But I 
am talking about overseas, where we are building huge runways, 
tremendous installations. And we are repairing old ones, making 
them deeper, for these new big bombers. I want to know when and 
how many times and how often the Department of Defense ever con- 
tacts the Department of Agriculture on the bartering of our agricul- 
tural commodities for cement ? 

Can you tell me? 

Mr. Rawtrnes. We have had some inquiries; for instance, take 
Spain. As I understand it, and I know you have been over there and 
know the facts much better than I, the Department of Defense, through 
the Air Force and the coordinating group, turns over to the Bureau 
of Yards and Docks the responsibility for letting contracts to United 
States firms. ‘These United States firms have subcontracts with 
foreign suppliers. As I understand it, the individual contractors are 
responsible for getting their own supplies wherever they wish. So 
far under our framework we haven’t been able to work out anything. 

Senator Humpurey. Well, I just want to say this most respectfully, 
that that was a decision which was made at a policy level in the 
Department of Defense. These are manmade edicts. A regulation 
that says you will get your cement supplies wherever you can find it 
in the open market can be changed saying that you will get 10 percent 
of your cement supply through barter, or give us the reason that you 
can’t. 

I am just saying that these are decisions that are made by some- 
body at a point that has some responsibility. Now maybe they can 
justify everything they are doing. 

I am speaking frankly and candidly and maybe rather sharply 
about this because I am of the opinion that the easiest thing in the 
world to do is to forget these problems that we have. In other words, 
Commodity Credit gets a lot of agricultural products. The Depart- 





cw ee eS, wl | Ee 


POLICIES AND OPERATIONS 543 


ment of Defense says, “Well, that is their headache, let them worry 
about it.” Congress says, “It isn’t their headache. We direct you to 
do something.” 

But the Department of Defense has a nice way of being able to 
ignore a lot of these things, and I don’t intend to let them ignore it. 
They are the biggest user of materials in the world. 

They use more material than any combination of corporations that 
man ever created, and they ought to be put on the spot day after day 
as to what they are doing to comply with the directive in this law. 

Senator Arken. Mr. Chairman, I would like to get some informa- 
tion as to the effect of the new regulations relating to barter contracts. 
I notice in 1956 that out of a total of $273 million bartered that 
$209 million wus with countries which have substantial dollar bal- 
ances, leaving only $64 million for the rest of the world. Since these 
new regulations have taken effect—and I assume they have taken 
effect—has there been any barter contract made ? 

Mr. Bercer. I don’t think we have made any under the new regu- 
lations. 

However, Senator, I would like to add to my answer to this extent: 
Until these hearings are over and they find that the rules are going 
to stand, nobody is going to be particularly interested in barter on the 
new basis. We are not surprised that we haven’t had very much 
inquiry. 

Senator Humpnurey. Wait a minute. May I just interrupt to say 


that you didn’t have very much inquiry even before the hearing 
started. 


Mr. Bercer. That’s correct. 

Senator Humpurey. And may I inform the industry we aren’t going 
to make any immediate recommendations; so if they want to do busi- 
ness, they had better get busy. 

Senator Arken. As to the effect on the sales of our surplus agricul- 
tural commodities overseas, I think we should consider our total export 
business as being more important 

Mr. Brrcer. That’s correct. 

Senator Arken. Than the sale of surplus commodities. We realize, 
of course, that Western Europe has a better-than-usual supply of some 
agricultural commodities—I believe particularly wheat. How does 
our business in agricultural commodities with these dollar-balance 
countries compare with previous years and this spring? I understand 
that the wheat surplus would be down for good reasons; but, on the 
other hand, is our total sales of agricultural commodities with these 
countries falling off since the barter arrangement started ? 

Senator Humpnrey. I think that is a very good question. 

Mr. Brrcer. I don’t think we would have current figures, because 
this just came out in May. You may have something through May, 
but, you see, it hasn’t been long enough to get correct export statistics. 

Senator Arken. The general idea is whether our exports to those 
countries have been holding up ? 

Mr. Bercer. Our sales are. 

Senator Arken. The credit sales ? 

Mr. Bercer. That’s right. 

Senator Arken. In 1956 I see approximately 20 percent of the busi- 
ness was in barter sales, and I was wondering if the total business is 
holding up ? 

Mr. Brercer. Oh, yes. 
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Senator Arken. Making allowance for the improved crop conditions 
of Western Europe ? 

Mr. Bercer. Making those allowances, I will make the prediction 
for the record that I see no loss of business because of our change in 
our barter program. There is no reason for us to have any loss 
because of the change. 

Senator Arken. No loss in the overall business ¢ 

Mr. Bercer. That’s right. 

Senator Arken. Has there been a tendency on the part of the people 
engaged in barter trades to drum up additional business in other parts 
of the world ? 

Mr. Bercrr. They have that privilege. 

Senator Arken. They have concentrated, according to the figures 
you have submitted, on those areas that could pay in dollars? 

Mr. Bercrr. That’s correct. 

Senator Arken. And most of those countries have more dollars now 
than they had before ? 

Mr. seme Than they had before. 

Senator Arken. And they are steadily increasing their dollar assets. 
I noticed particular ly an increased dollar balance in all of them except 
Great Britain and a slight drop I think in Holland, but they have all 
increased their dollar balances tremendously in the last 5 years. 

Mr. Bercer. That’s correct. 

Senator Humpnurery. Mr. Berger, as a result of this new policy what 
is your anticipated cutback in barter activities ? 

Mr. Berger. That is a hard question to answer, but I will say that 
I think the dollar volume of our barter program will be drastically 
cut back. Whether it is going to be cut back to 15 percent of w hat 
we were doing or 25 percent of what we were doing is just a matter of 
guesswork yet. I don’t know. If we eliminate those countries from 
barter which can pay cash, I can see that we are definitely going to do 
less barter business, but what we lose under barter we will make up in 

cash sales. 

Senator Humpurey. You feel that the total disposal of commodity 
credit items will be as great even under the new regulations ? 

Mr. Bercer. That’s right; absolutely. 

Senator Humpnrey. The cash sales, in other words. 

Mr. Bercer. That’s correct. 

Senator Humpnrey. You feel they will be stepped up ? 

Mr. Bercer. That’s right. 

Senator Humpurey. One of the things we have got to watch out for 
is, as Senator Aiken said, a change in crop conditions. 

Mr. Bercer. That’s right. 

Senator Humpnurey. Which makes for some difference in your sales 
possibilities. Also there are times, just by the sheer impact of popu- 
lation, that you do more business. 

Mr. Bercer. We could use wheat as an illustration. From the tre- 
mendous exports we have had of wheat in the past year, it might be 
argued that more wheat was exported because of the barter program. 
If we fall back 100 million bushels or more in wheat exports next vear 
some people may argue that if we had kept up barter that w ouldn’t 
have happened. However, this argument would not necessarily be 
valid because available wheat supplies : abroad might be—in fact, prob- 
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ably will be—much greater this year than last, especially of milling 
wheat. 

Senator Arken. Does Canada have a barter program ? 

Mr. Bercer. No. 

Senator Arken. For the disposal of wheat? 

Mr. Bercer. No. 

Senator Aiken. Are the Canadians showing any disposition to 
move in at lower prices for wheat in the foreign market ? 

Mr. Bercer. We have had a very, very serious problem with the 
Canadians. There is no doubt about that, because they have consid- 
ered that our barter program was a method of cutting prices under 
the wheat agreement and they have been very, very hard to handle 
because of our barter program. 

Senator Arken. Apparently because of a change in the rules you 
may have had some sympathy for their position. 

Mr. Bercer. I have had. 

I have felt that it was unfair as far as they were concerned. 

Senator ArkEeN. Yes. 

Mr. Bercer. Because they are one of the greatest importers of 
American commodities, our neighbors right next door to us, the 
Canadians. They have one big basic problem in their country and 
that is wheat. It is a serious problem and their exports did not hold 
up this year in comparison to what ours did. 

The Canadians were concerned about barter but they were also con- 
cerned about title I of Public Law 480. 

Senator Humpurey. You are talking about wheat exports. 

Mr. Bercer. That’s right. 

Senator Humpurey. Or total exports? 

Mr. Bercer. No; I am talking about wheat exports. I was talking 
in terms of wheat now, particularly from the standpoint of Canada. 

Senator Arken. I would expect that the announcement of the new 
Prime Minister, the Premier of Canada, that they want to cut their 
imports from the United States 15 percent and increase their imports 
from England and other countries which represents an effort to barter 
Canadian wheat to pay for these imports from other countries in 
Canadian wheat. 

Mr. Bercer. Sure. 

Senator Arken. Frankly, I think the Canadian businessman is sharp 
enough so that he is going to do his trading where he can trade to his 
best advantage whether he is buying or selling, but the Premier ap- 
parently has an idea there. 

Mr. Bercer. That is very possible, and with the difference in the 
value of the dollar in their currency today, why they might be in a 
position to put in some rules and regulations. 

Senator Arken. He hopes by buying more from other countries that 
they can pay for it in exports of Canadian surpluses ? 

Mr. Bercer. That’s right. 

Senator Arken. It won’t be quite so easy as that, though, I don’t 
believe. 

Senator Humpurey. Mr. Berger, we notice here in our records that 
there was a tapering off in the barter program of $315 million in fiscal 
1956 to $147 million in contracts for the first half of fiscal 1957. Had 


you noticed a lack of offers for suppliers or producers before the period 
of the recent suspension ? 
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Mr. Rawuines. I don’t think it is a lack of offers particularly. I 
think it is because we didn’t have as large a list of strategic materials 
to work from as we previously had. 

Senator Humrnurey. The ODM list ? 

Mr. Rawutnes. Yes, sir; and there were certain items on the list 
which we couldn’t touch because of supply-and-demand position ; the 
price had gone out of sight. Can I cite you the case of manganese, fer- 
romanganese. Of course, Suez raised the price considerably. The 
freight rates on manganese, I understood, jumped to about $30 a 
ton. 

Coming from India the market just went all out. We wouldn’t 
enter the market to further increase the prices. There were several 
of the big items we couldn’t go into for this reason and also the list 
was not as broad as it had been. 

Senator Humpnurey. Under what authority was barter terminated 
for the temporary period here and what was the effect of this termi- 
nation on persons or firms who had active offers with the Department 
at the time of suspension? You actually terminated your barter 
transactions ; did you not ? 

Mr. Bercrr. We did not terminate any contracts. 

Senator Humpurey. Where you had an offer and it was accepted ? 

Mr. Rawirnes. We proceeded and wrote the contract. 

Senator Humpurey. That was contracted 4 

Mr. Bercer. That’s right. 

Mr. Rawtrnes. We considered it a moral commitment even though 
the acceptance of an offer was subject to the execution by the vice presi- 
dent of a mutually acceptable written contract. We have always con- 
sidered such an acceptance as a moral obligation and have never backed 
out of it. 

Senator Humpnurey. Let’s get to this industrial diamond business. 
As you know, we had some testimony on that here. Could you tell me 
when it was that the ODM put industrial diameonds on their list ? 

Mr. Rawiines. They have had industrial diamonds on the pro- 
curement list at different times for 2 or 3 years. At the end of each 
fiscal, ODM, through the Interdepartmental Advisor y Committee, 

takes a new look at the procurement lists. If there is an uncommitted 
balance for a given material on the old list, the material and uncom- 
mitted balance will probably be carried over on the new procurement 
directive. I don’t recall whether or not this happened with respect 
to diamonds on the fiscal year 1957 directive, but at any event, they 
were on the directive issued in July 1956. 

I don’t remember the exact date. 

Senator Humrnrey. When were you notified by ODM that indus- 
trial diamonds were to be off the list ? 

Mr. Rawuines. We were notified by Defense Materials Service 
which transmitted to us a photostatic copy of the recommendation 
going to ODM, and that was early January 1957. 

Senator Humpnrey. When were they actually taken off the list ? 

Mr. Rawutnes. That I don’t know. There was a timelag between 
the time they made the decision and the time we received the letter, 
maybe 10 days, maybe longer. 

Senator Humpurey. Were you consulted about this at all ? 

Mr. Rawirnes. No, sir; we weren’t. 
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Senator Humpnrey. Was anyone that you know of consulted 
about it ? 


Mr. Rawuinas. I am sure they must have consulted someone before 
they took action. 

That has always been their practice. It doesn’t necessarily follow 
that they have to consult us. 

Senator Humpnrery. Oh, no; but since you were engaged in barter 
transactions, you had offers, did you not, relating to “industrial dia- 
monds ? 

Mr. Rawtines. We had a number of offers, but in diamonds par- 
ticularly our method is not to take offers as they come along. Rather, 
working in consultation with General Services “Administration, which 
also has a diamond expert, we try to assess what we think is surplus i in 
inventory, in the U nited States, so that we go out and request offers all 
at one time. Usually we prepare a detailed telegram requiring of- 
ferors to state that the diamonds offered are above what their normal 
pattern of supply to their normal users is, so that we do not increase 
any shortage to users in the United States, like the automotive industry 
or the oil ‘industry, that type of thing. We send a night letter to 
anyone who has expressed any interest in diamonds. It is delivered 
the next morning, and we give them a very short time, usually 48 
hours within which to reply. They have to certify they have the 
stones in surplus in inventory. That is the way we ‘have handled it. 
We have handled it that way for the last couple of times and, I think, 
we had success with it. I know of no outstanding complaint by the 
trade with that method of handling it. They seem to have been satis- 
fied and everyone has a chance. ‘Fortunately, we have had enough 
quota to take all the offers that meet the conditions, and we did not 
have to cut back to any one. 

Senator Humpurry. I gather they weren’t too satisfied with this 
sudden suspension in removing diamonds from the list ? 

Mr. RawuineGs. Naturally, they are not. 

Senator Humpnrey. Hadn’t the trade made substantial purchases 
of industrial diamonds based upon the fact that industrial diamonds 
were on the ODM list ? 

Mr. Rawurnes. I wouldn’t know that, sir. I heard the rumor that 
some of them were buying ahead or looking for that. Of course that 
is a calculated business risk on their part if they want to do that. I 
don’t know myself. 

Senator Arken. I think we might inquire whether all industrial 
diamonds committed under previous contracts bave been delivered ? 

Mr. Rawuines. Yes, sir. 

Senator Arken. They have? 

Mr. Rawuirnes. Yes, sir. 

Senator AIKEN. So they are up to scratch on deliveries ? 

Mr. Rawttnes. The usual method is that after an offer has been 
accepted, the appraiser goes in and seals the diamonds; after a contract 
has been signed, the sealed diamonds are delivered to the appraiser 
and he appraises them. 

Senator Arken. When all deliveries have been made, of course, it 
is entirely ossible some purchaser had purchased diamonds in antici- 
pation of further contracts, but if they hadn’t made their deliveries 
up to date that would not be likely. 
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Mr. Rawirnos. The last time we took diamonds was in late January 
1956, and several months after that they had all been delivered. 

Senator Humrnurey. Since diamonds were on the list—I speak of 
the ODM list—did you expect the Government to initiate a barter 
transaction or did you expect the initiation of barter transactions in 
the first half of 1957? 

Mr. Rawirnes. Sir, certainly after we took the last so-called take 
in January 1956, I wouldn’t—and I am sure the General Services and 
ODM would not—expect to have any surplus in the market for some 
time to come. 

In order not to encourage people to make overcommitments or ad- 
vance commitments and thus disturb the market, we stated in press 
releases that we did not contemplate taking diamonds at that time. 
We stated that in each press release starting, I think, back in March 
of 1956 

Senator Humrpurey. I was going to ask you that. You had 3 or 4 
of those press releases. 

Mr. Rawutnes. Yes, sir, we did; in March, May, September, and 
another one in October, I think, which was the last one. 

Senator Aiken. Was your position complicated by the fact that 
the suppliers of industrial diamonds were largely those countries 
which had considerable dollar balances? 

Mr. Rawiinos. No, sir. 

Senator Arken. Did that enter into the picture at all? 

Mr. Rawutneos. At the time they were taken off, the new policy was 
not in effect. Practically all the diamonds in the world are obtained 
from the syndicate, which in turn gets them from the Belgian Congo 
and certain other areas in South Africa. 

Senator Arken. But the delivery of the surplus commodities was 
made to those countries which in turn secured the diamonds from the 
Belgians ? 

Mr. Rawutnos. No, sir; the surplus commodities could go to any 
friendly country under the regulations at that time. 

Mr. Bercer. They were sold for cash wherever the people wanted 
to sell them. What was our total purchase of diamonds? 

Mr. Rawurnes. The last time under supplemental which we an- 
nounced 

Mr. Bercer. I mean your total. 

Mr. Rawtiines. The total includes the stockpile figure, and I’d 
rather not give a classified figure. Our last take was around 26 mil- 
lion, in January 1956. 

Senator Humenrey. What was the purpose of your releases during 
1956? I have been told that these press releases were issued to keep 
the industrial diamond market on sort of an even keel and to prevent 
importers from knowing exactly when the expected barter transaction 
would occur. Is that correct? 

Mr. Rawuines. We try to guard very carefully so that we don’t 
cause any increase in the market price or anything like that and we 
don’t give our bargaining power away either. In barter you try to 
use your bargaining power to best advantage. 

Senator Humrnrey. You were trying to keep, in other words, a 
good purchase price, so to speak, for the Government, on the one hand, 
and also not to upset the domestic market or the international market? 

Mr. Rawtrnes. That’s right. 
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Senator Humpnurey. Senator Aiken, you had a question. I’m sorry 
I interrupted you there a while ago. 

Senator Arxen. I haven’t anything further. 

Senator Humpnurey. We are just about through here. In each of 
the three barter transactions in 1954, 1955, and 1956 for industrial 
diamonds—and you have alluded to those transactions already—what 
were the requirements with respect to tendering of crushing bort with 
industrial stones? 

Mr. Rawuines. In the first transactions in 1954 we did require the 
offerors to submit a certain quantity of bort along with the stones. 

Senator Humpnrey. Yes, sir. 

Mr. Rawuines. Then, at least the last time, we specifically stated 
that we were not taking bort because bort had become increasingly 
short and quite expensive. The Government had a separate contract 
to acquire bort, and were we to contract for bort under barter, we 
would just be going against the Government’s interest in two ways. 
The GSA could explain a little more in detail their methods. The 
contract is classified, but the Government would stand to lose the bort 
that they were already going to get. Also, the price to users of bort 
would be further increased, and we didn’t want to be guilty of that. 

Senator Humpnrey. Isn’t it true that under the ODM directive of 


July 9, you were authorized to purchase diamonds only if you could 
get t bort? 


Mr. taAwLines. That’s true; yes, sir. 

Senator Humpnrey. Why if crushing bort is so short in gapply, and 
I gather that it is, and needed in defense, was bort specifically excluded 
in the last barter transaction dealing with industrial diamonds? 

Mr. Rawttrnos. I can’t answer it entirely, but the only thing I can 
say is that if bort were very badly needed in the stockpile and, under 
our system, we were required—I say required—to accept industrial 
diamonds only if we could also get bort, we would have contacted the 
General Services Administration prior to entering into any diamond 
take, and at that time 

Senator Humpnrey. Excuse me, what was that last ? 

Mr. Rawutinos. Under our service agreement with General Services 
Administration, we would consult with GSA materials experts prior 
to going into another take of diamonds, another round you might say. 
We would always ask the General Services whether it is a proper time 
to go in, and since bort was tied to the acquisition of diamonds, why 
that matter would be taken into account at that time. Now beyond 
that I think I would have to defer to the Office of Defense Mobilization. 

Senator Humpurey. It sounds kind of peculiar, though that the 
ODM directive of July 9, 1956, authorized you to purchase diamonds 
only if you could get bort with it, and yet the last barter transaction 
excluded bort. 

Mr. Rawutnes. I would have to defer that to ODM. 

Senator Humpurey. ODM is here and I want them to be prepared 
to answer it because I want to find out about it. Do you want to take a 
shot at it right now? Do you mind? 
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STATEMENT OF WILBERT G. FRITZ, CHIEF, STOCKPILE MANAGE- 
MENT BRANCH, OFFICE OF DEFENSE MOBILIZATION 


Mr. Frrrz. I am W. G. Fritz. 

Senator Humpnurey. You are the Chief of the Stockpile Manage- 
ment Branch,ODM. What is the situation of industrial diamonds 
with or without bort ? 

Mr. Frrrz. Mr. Chairman, the chief requirement for the stockpile 
at the present time is for bort, not for diamond stones. Furthermore, 
the situation on the diamonds is a very mixed situation. We don’t 
have a requirement, just a general requirement for diamonds of various 
types. 

There is actually a considerable deficiency of the type of diamond 
stones that are suitable for making diamond dies. Those stones are 
picked out individually, inspected individually, and ground into 
small dies that are used for drawing wire and materials of that sort 
where it requires a very hard die in order to handle the materials that 
are being put through. 

We specified in the directive because of the unbalance of the stock- 
pile that we would not authorize acquiring diamond stones without 
taking the bort. It is difficult to acquire stones without acquiring 
some bort. Diamonds are produced as a natural product and of course 
the material has to be taken according to the way it is produced. We 
did not want to jeopardize the possibility of getting diamond bort by 
taking an excessive quantity of diamond stones. 

Senator Humenrey. Your directive then of the 9th of July did au- 
thorize purchase of diamonds only if you could get bort; that is cor- 
rect; isn’t it? 

Mr. Frirz. That is correct. 

Senator Humrnrey. And yet the first barter transaction that fol- 
lowed after that, bort was excluded. 

Mr. Rawtrnos. No, sir; the one before. 

Senator Humeurey. The one before. Oh, yes; I mean the one just 
before that. 

Mr. Frirz. The one before. 

Senator Humpnurey. Bort was excluded ? 

Mr. Frrirz. The fact that additional diamond stones had been ac- 
quired for the stockpile had to be taken into account. As the stock- 
pile for diamond stones got larger and larger, we got into more and 
more of a problem of unbalance of the stockpile. 

Senator Humpenrey. You got unbalanced in a hurry. I am being 
a frank with you. 

I don’t understand this, Mr. Fritz, how that on July 9, 1956, you 
ean say that if you make | any transactions for industrial. diamonds, 
the purchase of industrial diamonds, you can only do so if you get 
bort along with it. And yet immediately preceding that, the barter 
transactions had excluded, specifically excluded, any dealing with 
industrial diamonds if bort were included. Is that an accurate state- 
ment of the situation ? 

Mr. Frrrz. I don’t think the bort was excluded. 

Senator Humpnrey. It was specifically excluded. Bort was specifi- 
cally excluded in the last barter transaction dealing with industrial 
diamonds, according to my records. 
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Mr. Rawiines. We specifically excluded it based on the advice of 
the General Services Administration. I don’t recall that their direc- 
tive said that you could not take bort. 

Senator Humpurey. Who does General Services Administration 
get its advice from ? 

Mr. Rawuines. The policy direction as I understand it is from 
ODM. 

Mr. Frrrz. We did not specifically exclude bort from the directive, 
Mr. Chairman. 

Senator Humpurey. How did General Services Administration get 
the idea that bort should not be included ? 

This can’t be any great secret. There must be some reason that 
these things are said. These are rational people making these state- 
ments. 

Mr. Frirz. There has been an increasing shortage of diamond bort, 
and there were an increasing number of complaints from industry 
that they could not acquire bort to meet. their operations. 

Senator Humpurey. Yes. That is an aaa opposite of what 
happened, though. You are saying that there was an increasing short- 
age of bort, there was an increasing cry from industry that industry 
couldn’t fulfill its obligations because of the shortage of bort, so the 
last transaction just before your July 9 ODM directive excluded bort. 
How does that add up ? 

Mr. Frirz. Mr. Chairman, it did not specifically exclude it. It 
was simply a matter of the diamond stones being available but the 
bort not being available. Consequently under the directive, since it 
was permissible to take stones at that time without taking bort, the 
stones were acquired. 

Senator Humrurey. That isn’t what I understand. I may be mis- 
informed and if I am I surely want to be corrected, but my notes here 
from Mr. Logan, who is working with me on this, indicate, and he 
has studied this carefully—“W hy if crushing bort is so short in sup- 
ply”—and you have so indicated—“and needed in defense” —and you 
have so indicated—“was bort specifically excluded in the last barter 
transaction dealing with industrial diamonds?” 

Mr. Logan, is this statement from the reports that you have had on 
this ? 

Mr. Locan. From the information we have been supplied; yes, sir. 

Senator Humpnrey. You didn’t exclude that by directive, but Agri- 
culture, who made the transaction, said that they did so because of 
advice from General Services. My question is where does General 
Services get its advice? I was given to understand from ODM 

Mr. Fritz. Mr. Chairman, the General Services Administration is 
the agency that administers the program and it is up to them to 
determine the market situation. It was simply an appraisal of the 
market that resulted in that. 

The bort, being in tight supply, was net acquired. 

Senator Humpurey. Was not what ? 

Mr. Frrrz. Was not acquired under the transaction. 

Senator Humenrey. Even though it was available? 

Mr. Fritz. The bort we understand was not av ailable. 

Senator Humpnrey. In other words, you are saying that the reason 


that bort was excluded from the transaction specifically was because 
bort was not available; is that right ? 
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Mr. Frrrz. That is correct. We issue our directives to the Gen- 
eral Services Administration and we depend on the General Services 
Administration to coordinate the barter program with the procure- 
ment for the strategic stockpile. 

Senator Humpnurey. Yes, sir; I understand that relationship, but it 
seems rather peculiar that you specifically exclude bort in a barter 
transaction. You might very well not get any bort in a barter trans- 
action if it is in short supply, but to specify its exclusion is different 
than not being able to get it. Would you agree to that? 

Mr. Frrrz. I would say this, Mr. Chairman, that the tightness of 
the market has to be taken into account in the transaction, and it was 
simply a matter of the supply of bort being tight at the time. 

Senator Humpurey. I am coming to you after just a few more ques- 
tions, if you will stay with us here. I wanted to see if there wasn’t 
another point or two that we might want to discuss with our friends 
from Agriculture. 

Has any study ever been made to determine the countries to which 
specified commodities may not be exported under barter contracts 
without a special showing that the proposed transaction will result 
in a net increase in United States exports of the commodity ? 

Mr. Bercer. I don’t quite follow it. 

Senator Humpnrey. What study was made to determine the coun- 
tries to which specified commodities may not be exported under barter 
contracts without a special showing ? 

Mr. Bercer. That was done through our contacts with FAS, For- 
eign Agricultural Service. A study was made through their organ- 
ization and we took their recommendations. 


Senator Humpnurey. What is the statistical data that you have 
available, Mr. Berger, to back up this listing of countries: No. 1, that 
you exclude because it will interfere with cash sales, and No. 2, that 
you include for barter transactions because it would mean an in- 
crease in the agricultural export activity ? 

Mr. Bercer. I think Ray Ioanes from FAS could do a better 
job. 


STATEMENT OF RAYMOND A. IOANES, EXECUTIVE ASSISTANT TO 
THE ADMINISTRATOR, FOREIGN AGRICULTURAL SERVICE, 
UNITED STATES DEPARTMENT OF AGRICULTURE—Resumed 


Mr. Ioanes. We prepared tables by destination for wheat, feed 
grain, and cotton for fiscal years 1954-55 and 1955-56 showing our ex- 
ports of these commodities under barter, for cash and under other 
programs. In those cases where there was a history for those 2 years 
of export for cash in any significant amount the countries were ex- 
cluded. 

Senator Humpnrey. And where there was no history of sales, 
cash sales, they were excluded as available under barter transactions? 

Mr. Ioanes. Correct. 

Senator Humpurey. And that is just a 2-year study; is it? 

Mr. Ioanes. Correct. 

Senator Humpnurey. That is based on 2 years? 

Mr. Ioanes. That’s right. 
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Senator Humpurey. Isn’t that a rather limited time period? Don’t 
you have longer statistical evidence than that, more comprehensive? 

Mr. Ioanes. Yes; we could have gone back a few more years. 

Senator Humpurey. What do you think you would have found if 
you went back a few more years? 

Mr. Ioanes. The same thing. 

Senator Humpurey. You do. 

Mr. Ioanegs. Yes, sir. 

Senator Humpnrey. It seems to me you get a distorted pattern 
sometime on a Federal grain situation where a country just has to 
buy feed grains. 

For example, in Israel they had to buy some feed grains even over 
and beyond, I believe, what they got under Public Law 480. 

Mr. Ioanes. When? 

Senator Humpurey. I believe last. year. 

Mr. Ioanes. That was because the aid from the United States was 
cut off. 

Senator Humpnrey. That is what I am getting at. I mean there 
are times that you have unusual circumstances, and I have never 
heard of a 2-year period being used as what you call an average. 

Generally speaking we talk about 5 years or 10 years or the last 7 
years out of the prec eding 10 or the best 7 years out of the Siena 
10; right? 

Mr. Ioanrs. Not for this purpose. 

Senator Humpurey. What do you mean not for this purpose? Do 
you just establish the standards that 2 years is all you think is 
necessary ? 

Mr. Ioanes. Mr. Chairman, I would say this. The barter pro- 
gram, which is the object of the study, was not in existence for any 
{- or 10-year period. 

Senator Humpurer. It has been in existence longer than two. 

Mr. TIoanes. The first significant shipments began in fiscal year 
1954-55. 

Senator Humreurey. All right, sir, but how long have we been sell- 
ing for cash? 

Mr. Ioanrs. Since before you and I were born. 

Senator Humpurey. Therefore, I think that if you are talking 
about cash sales areas, that you need better than a 2-year period. 

I want to know why you use a 2-year period when it is never con- 
sidered to be a fair average. 

Mr. Ioanes. I think it was the most representative period we could 
select for the object of the study, which was the impact of the barter 
program in relation to cash sales. We had no appreciable barter 
program prior to this time. 

Mr. Bercer. That is, in any volume. 

Mr. Toanes. It was very small. Your substantial movement under 
the barter program began i in fiscal year 1955. 

Senator Humpurey. All right, that is a reasonable rationalization 
for it. 

It is my understanding that the new barter regulation requires the 
payment ‘of interest on the value of agricultural commodities re- 
ceived in advance of the delivery of material by the contract or ac- 
cording to your estimate today, Mr. Berger. 

Mr. Bercer. That is correct. 
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Senator Humrnrery. The effect of this rule will be that the barter 
contractor will not take the agricultural commodities from the Com- 
modity Credit Corporation until he can pay for them by a material 
delivery, so that he minimizes or completely eliminates the interest 
charges which under the new regulation he would have to pay. 

Would you agree with that? 

Mr. Bercer. I would say that the tendency might be that way, but 
ordinarily in making the barter agreement we can say that the agri- 
cultural commodity must go out within a 60-day period or whatever 
time you put into the contract. 

Senator Humrnrey. But as a businessman, the man that is making 
this arrangement, he would not be desirous of paying any interest 
charges upon money lying around or commodities lying around that 
he was unable to dispose of right away. 

Mr. Bercer. No; and I would also take advantage of the free in- 
terest as long as I could have it, too. 

Senator Humpurery. Indeed. Now, by delaying the removal of 
commodities from Commodity Credit Corporation’s inventories, the 
storage charges running at a rate of about 10 percent of the value of 
the commodity per annum is increased, is that not right ? 

Mr. Bercer. I will have to have you repeat that one because I am 
confused. 

Senator Humpnrey. Let’s assume there is some delay in the re- 
moval of commodities because of this ruling on interest. I think that 
is a fair assumption. I don’t know how much delay but there would 
be some delay. Therefore, by delaying the removal of commodities 
from the Commodity Credit Corporation’s inventory, the storage 
charges running at a rate of about 10 percent of the value of the com- 
modity per annum—I think that is a fair average—is increased, all 
those storage charges are increased, are they not? 

Mr. Brercer. That would be a true statement to that extent. 

As I say, we could tighten those things up under contracts to limit 
the time they have to take the agricultural commodities out. 

Senator Humenrey. That is correct. 

Now the increase in storage charges that will be brought about 
through the new barter procedure may very well exceed any charges 
that the Commodity Credit Corporation may have to pay to the 
Treasury under previous authority. 

What is your opinion of this? 

Mr. Bercer. I don’t agree with this statement. 

Senator Humpnurey. You just don’t agree with it. Now why? 

Mr. Brrcer. For the simple reason that if these were true barter 
transactions, then I could agree with the statement, but when they 
are not true transactions, and so much of it is definitely going for 
cash sales, why then I can’t agree with it for the simple reason it is 
not replacing stocks, you see. 

Senator Humpnrey. But from the point of view of the expendi- 
tures of the Commodity Credit Corporation or the Department of 
Agriculture, the cost of storage of commodities that might very well 
be released and thereby relieving the Government of the cost of 
storage could be rather substantial if the previous arrangements were 


in effect of the interest-free commodities for a period of time; is that 
correct ? 
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Mr. Bercer. It depends upon whether the sale would have been 
made for cash anyway. 
Now, if you are talking about under the new proposals and under 
the barter in which we do not give any free interest 
Senator Humpurey. You are assuming that these sales will be made 
for cash. 

Mr. Bercer. That is right. 

Senator Humpnrey. 1 recognize that there is validity te the argu- 
ment about displacement of cash sales. 

Mr. Bercer. Yes. 

Senator Humpurey. Do you have any real study that indicates 
this; I mean except just a feeling about it ? 

Is there any statistical study ? 

Mr. Bercer. We have given you some figures. 

Senator Humpnrey. That is what you presented in your chart here 
today. 

Mr. Bercer. That is right, which causes us to believe, and I think 
my testimony also brought out the fact as to the reasons why we have 
come to the conclusion that these sales are just being made for cash 
anyway. 

Of course, I have one more real question that I put to any of the 
gentlemen that come and talk to me about this. I merely ask them, 
“What did you sell our surplus commodity for when you shipped it 
to the foreign country? What did you get for it?” 

Senator Humpurey. Is that really your business ? 

Mr. Bercer. No; it is not my business except the fact that the 
answer is that they got cash or currency of one kind or another. 

Senator Humpnrey. But I mean it seems to me that one of the 
things we must watch out for here is how far you inject the arm of 
Government into a transaction. If the Government decides it wants 
to barter, that is its privilege. It doesn’t have to barter. 

Mr. Bercer. That is correct. 

Senator Humenrey. The Congress will determine that and the 
Administration. If you barter, then it seems to me that you ought 
to let the businessman kind of run his business and not go around 
policing him from here on out and saying that he may make some 
money in the transaction. 

That is what he is in business for. He is not running a social 
welfare agency. 

Mr. Bercrer. Nobody in the world wants a businessman to make 
money any more than I do. I think that is wonderful. That is what 
he is in business for and he should make money. It has nothing to 
do with the idea of making money. I want him to make money on his 
transaction. That is the only way he is going to go out and continue 
to help us sell our surpluses and that is why we use the private 
trade because we figure they can do so much better a job than we can 
and we do use them all the way through, so it isn’t a matter of making 
money at all, Senator. It is just a matter of whether we are going 
through a lot of extra work here through barter in order to make the 
transaction that we would normally make for cash anyway. 

Senator Humpnrey. I am trying to pin this down because as you 
know this is a highly contested point. 

Mr. Bercer. That is correct. 
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Senator Humpnrey. Your point is that these sales would have been 
made anyhow. 

Mr. Bercer. That is right. 

Senator Humpurey. And that what you are really finding out and 
have found out as a result of some experience under barter is that you 
are accumulating materials which tie up your assets in terms of the 
borrowing authority and loaning authority of the Commodity Credit. 

Mr. Berger. And not reducing my surplus. 

Senator Humpurey. And not reducing your surplus any more than 
you would have if you didn’t have barter. 

Mr. Bercer. That is correct. 

Senator Humpurey. That is a rather broad statement, but that is 
the feeling you have; is that correct ? 

Mr. Bercer. That is correct. 

Senator Humrpnrey. We are going to keep this record open. I enjoy 
debate, you know. There is nothing like stirring up a little argu- 
ment. Some of the members of industry who are interested in this 
barter might want to examine this record and see if they could get 
adequate refutation to that because what we are really seeking is what 
you have had in mind to improve and increase our export business 
without of course being guilty of dumping and of destroying normal 
markets. 

Mr. Bercer. That is right. 

Senator Humpurey. And you say that the present method, the 
method up until your revision, did not substantially increase that 
business # 

Mr. Bercer. That is correct. 

Senator Humpurey. Over and beyond what you could have gotten 
out of cash sales? 

Mr. Bercer. That is correct. 

Senator Humpnrey. And your new regulations, particularly with 
wheat, feed grains, and cotton that exclude certain cash sale countries ? 

Mr. Bercer. That is correct. 

Senator Humpnurey. And include certain countries that were nor- 
mally not cash buyers will have a tendency to improve exports if you 
make barter agreements? 

Mr. Bercer. That is correct, and we expect to look those lists over 
about every quarter to see if there shouldn’t be some additions or some 
countries taken off. We will publicize them as we go along. 

Senator Humpnrey. I am going to complete this session with you, 
sir, by asking if I submit some questions in writing which are more 
or less technical questions, questions of information, that someone on 
your staff will be prepared to answer them for the record ? 

Mr. Bercer. We will be glad to do that. 

Senator Humpurey. We have developed a number of questions 
which I don’t feel it is necessary to develop publicly today. 

One other point, Mr. Berger. I have here a letter of June 4, from 
the Under Secretary, Mr. True D. Morse, in reply to my letter of May 
29, requesting a copy of the detailed study made by the Department 
of Agriculture of possible safeguards against the substitution of bar- 
ter transactions for dollar sales, and that letter goes on to explain, as 
you have, that the Department press release of May 15, explained 
the purpose of this revision. And I have attached to it two reports 
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prepared for administrative use within the Department of Agricul- 
ture. 

I read these reports very carefully, Mr. Berger, and if there is no 
particular compelling reason why they shouldn’t be made a matter of 
the public record, I would like very much to have them included. There 
doesn’t seem to be anything in them of a classified or security nature. 

I think it has been pretty well talked about today except to put it 
frankly this is a little more cogent and concise than our general give- 
sod-taks discussion. 

Mr. Bereer. I think the thought behind not having it made public 
is that there really are papers prepared within the Department to 
explain this and clarify this and all that sort of thing. I really don’t 
know just exactly what is in those papers without reading them all 
over again, and I certainly wouldn’t want to be the one to make the 
decision at the policy level as to whether it should or not, Mr. Chair- 
man. 

I have a man here from the General Counsel’s Office. I don’t know 
whether he would want to commit himself or whether he would rather 
have that request go back. 

I think we have gone over the press release in my testimony here 
paragraph by paragraph, and we have clarified the reasons for taking 
the action. I can see little value in the printed copies of the letter. 
What particular purpose would it have? 

Senator Humpurey. I will discuss this with you again, Mr. Berger. 
My personal feeling is that the public is entitled to much of this 
information. There is a tendency not to give the information. This 
law involves millions and millions of dollars of business, and it in- 
volves matters of vital concern to Government as well as to the indi- 
vidual citizen. 

I will hold this up and we will discuss it. 

Mr. Bercer. I would merely like to say, Mr. Chairman, that I am 
not in the policy level within the Department of Agriculture and I 
would rather have them make that decision than to have me make it 
forthem. I would feel a lot better about it. 

Senator Humenurey. All right. I want to say I think you are in 
a lot higher policy position than your modesty permits you to state 
today, sir. 

(The letter and documents referred to are as follows :) 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., June 4, 1957. 
Hon. Husert H. HUMPHREY, 
United States Senate. 


DEAR SENATOR HUMPHREY: We have your letter of May 29, requesting a copy 
of a detailed study made by the Department of Agriculture of possible safe- 
guards against the substitution of barter transactions for dollar sales. The 
Department press release of May 15 stated in part: “The Department has been 
making a detailed review of barter operations, in the light of changes in the 
overall foreign trade situation. Exports of agricultural commodities, par- 
ticularly cotton, have increased sharply in the past year or so. The dollar 
exchange situation has improved in a number of foreign countries. These 
general developments prompted a restudy of safeguards against the substitu- 
tion of barter transactions for dollar sales, without net gain in total export 
of agricultural surpluses. 

“Pending this review and the development of program revisions, the Com- 
modity Credit Corporation has been withholding further negotiation on pro- 
posed barter contracts since the end of April. The barter program is still in 
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effect and will be reactivated as soon as the current revisions are completed 
and announced.” 

No formal report of the review or restudy was prepared. We are, however, 
sending you two reports prepared for administrative use within the Depart- 
ment of Agriculture, which summarize the problems relating to barter of 
agricultural commodities by Commodity Credit Corporation : 

(1) Statement on future barter policy. 

(2) Statement on barter of CCC-owned commodities. 

We are also enclosing for your reference a table on barter operations sum- 
mary which shows comparison of barter contracts for specified periods and 
comparison of agricultural exports through barter for specified periods. 

We trust this information will be satisfactory for your purpose. 

Sincerely yours, 
TRUE D. Morsk, Under Secretary. 


Future BARTER POLICY 


Recent developments in the existing barter program have been the basis for 
grave concern in the Department as to its effectiveness in achieving the basic 
objective of increasing the export of agricultural surpluses. The free choice 
of agricultural commodities, which has been declared by commodity exporters 
as essential to the continuation of a barter program, is producing increasing 
evidence that the agricultural commodities moved under barter are those most 
readily salable in the world market for cash. 

The most recent evidence is in the major shift to cotton as the commodity- 
involved barter transactions. Since early in 1956 the Corporation has been 
carrying on a cash sales program of cotton at competitive world prices. Over 
10 million bales have been sold on a basis which would have returned cash to 
the Corporation. Over 1.3 million bales of these cash sales have been converted 
to barter, with accelerated conversion reaching a total of 476,000 bales in April 
1957. This leads the Department to the conclusion that barter is resulting in a 
major replacement of cash sales. 

Recent congressional action on the appropriation for the national strategic 
and critical materials stockpile, combined with the inability of the CCC to 
even submit a request for reimbursement for materials acquired for the supple- 
mental stockpile until fiscal 1959, raises a grave question as to the ability of 
CCC to earry out its price support obligations within existing borrowing au- 
thority. Existing barter contracts will now result in $600 million worth of 
strategic materials being accumulated in CCC inventory. Thils figure is in 
excess of the margin now estimated to exist between the CCC total borrowing 
authority of $14.5 billion and the estimated price support obligations. 

The apparent replacement of cash sales by current barter operations is result- 
ing in impairment of the financial ability of CCC to perform its primary mission. 
This raises a grave question concerning the continuation of the present barter 
program. 

Several alternative approaches are available in the formulation of a new barter 
policy. Among them are: 

1. Stop all barter operations. 

2. Limit the barter program to a restricted list of metals and minerals. 

3. Limit the barter program to a restricted list or agricultural commodities. 

4. Alter the present program so as to eliminate or reduce some of the currently 
attractive incentives, such as free interest for 2 years. 

5. Limit the barter program to contracts where 9 specific showing can be made 
of increased exports resulting therefrom. 

There follows an appraisal of each of these approaches. 

1. To attempt to stop all barter operations is unrealistic. Furthermore it 
would be an unnecessary admission of our inability, as of now, to develop a 
program which would retain some of the potential benefits of barter and eliminate 
some of the current abuses. 

2. Restricted list of metals and materials: Since the inception of the program 
this Department has insisted that ODM or its predecessors assume responsibility 
for determining the specific materials and quatnities thereof it was desirable in 
the national interest to acquire by barter. We have pleaded lack of knowledge 
in this field and that it would be a wasteful duplication of effort to staff for 
this function. To assume this responsibility now would place the Department in 
a very weak position defensively. We would quickly be accused of being willing 
to barter only for unobtainable materials. We could muster little defense 
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against this charge. Moreover, to whatever extent we were able to barter for a 
restricted list of materials the abuses of the existing program would continue in 
principle even though with reduced magnitude. 

3. Restricted list of agricultural commodities: This approach makes more 
sense in that the Department would be exercising judgment in a field where it not 
only has the responsibility but also the expert knowledge. Theoretically it would 
be possible and logical to curtail the barter program by this approach alone. It 
would focus the energies of barter exporters on those commodities CCC is having 
the most trouble moving into export and where movement by barter could most 
reasonably be expected to represent additional business. However, it would be 
far from realistic to believe that this aproach taken alone would be accepted 
without a fight from the commodity groups not included. It is doubtful if the 
Department could live with this approach without some answer to these groups. 

4. Many changes have already been made in the barter program to reduce its 
attractiveness. Among these are: 

(a) Precluding the use of ICA, 480 or any other Government funds for paying 
for bartered agricultural commodities. 

(b) Making the free storage period the same as on cash sales. 

(c) Pricing all wheat on a net export price basis and eliminating IWA cash 
export subsidies on barter wheat. 

(d) Atolishing the 72-hour option on grains. 

(e) Limiting the interest-free period to 2 years from the date of signing the 
barter contract. 

Another step in this direction which might be taken would be to eliminate any 
free interest period whatever. This could be done by requiring a cash deposit of 
the full exchange value upon delivery of the agricultural commodity and refund- 
ing such deposit as the strategic material was delivered. 

While such a step might remove some of the inducement for barter, it is doubt- 
ful if it would correct the ills which are causing concern. The remaining incen- 
tive for barter would be to find a home for minerals and materials for which 
there is no other market at the exchange price. The acquisition of scarce mate- 
rials which may actually be desirable from a national security standpoint would 
dry up. The sellers of minerals and materials, such as lead, zinc, and perhaps 
copper, would continue to use the barter program as the most lucrative outlet. 
We could expect the barter program to take on added significance as a mineral 
support program with no improvement in the cash sales displacement problem, 
except possibly reduced volume of such displacement. 

5. To limit the barter program to deals where a specific showing could be made 
of increased exports resulting therefrom would be a difficult approach. Theo- 
retically, this would be the ideal solution, with the greatest assurance of the 
barter program making a contribution to increasing exports. It would, however, 
involve us in many difficult decisions and subject CCC to charges of favoritism 
from the unsuccessful offerors. It would be difficult to keep state trading and 
government-to-government agreements out of it. There would be strong pres- 
sures from CCC to give firm options in order to give exporters a firm basis of 
negotiation with foreign countries. In many instances countries supplying 
strategic materials are not potential customers for large quantities of agricul- 
tural commodities. This would bring three-or-more-way deals into the picture, 
greatly increasing the complexity of the negotiations and the difficulty of the 
decisions involved. The recent Turkish wool-chrome proposal, which has been 
in process for better than a year, is an example of what we would be faced with 
if this were adopted as the sole basis for future barter. 


PROPOSED POLICY 


We recommend that future barter operations be limited to contracts on which 
a reasonable showing could be made of additional exports of agricultural com- 
modities. 

This recommendation is made with full knowledge that the execution of such 
a policy would be fraught with administrative difficulties and subject the Depart- 
ment to great pressures from the trade and proponents of the barter approach. 
However, it is our belief that this would not only be our most easily defended 
policy, but also the policy which gives the greatest assurance of barter accom- 
plishing its primary purpose of increasing agricultural exports. 

Several basic changes would be necessary in our present method of operation 
in order to implement such a policy. Among these are: 
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1. Specific designation of the agricultural commodity involved in the barter 
transaction. 

2. Specific designation of the country of origin of the strategic material in- 
volved. 

3. Prohibition against transshipment of the agricultural commodity from the 
original country of destination. 

4. Elimination of domestic processing of materials accepted. 

5. Willingness to grant, where needed by exporter, an option on the agricul- 
tural commodity at a specific price for a reasonable period of time. 

Although it is extremely difficult to foresee all types of proposais which may 
be made to the Department, we believe it essential to provide broad guidelines 
to the trade of the types of proposals which would be eligible for consideration. 
We also believe it an unnecessary administrative burden to require a documented 
showing of additionality in all cases. We, therefore, propose, in addition to the 
foregoing changes, to adopt and announce the following broad guidelines as to 
acceptable barter proposals: 

1. A selected but limited list of countries or areas of the world where the export 
of any agricultural commodity offered for sale by CCC arising out of a barter 
contract would be considered as additional business. 

2. A selected list of countries or areas to which the export of selected agricul- 
tural commodities arising out of a barter contract would be considered additional 
business. 

3. To all other countries or for all other agricultural commodities the burden 
of proof would be placed on the would-be barter contractor to show that 
additional exports rather than displacement of cash sales would result from 
the proposed barter transaction. The necessary documentation would include 
signed statements from appropriate government officials of foreign countries 
obtained by the would-be contractor. In our analysis of individual proposals 
we would intend to make full use of facilities and knowledge of f. a. s. with 
respect to normal trade, and world trade patterns. 

Much work remains to be done to develop even these broad guidelines and, 
therefore, a speedy decision is necessary either approving this proposed policy 
or development of an alternative approach. The suspension of acceptances of 
barter proposals pending a policy review is resulting in increasing pressures, 


BARTER OF CCC-OWNED COMMODITIES 


In most barter contracts, performance of the two sides of the contract— 
the export of surplus agricultural commodities and the imports of strategic 
materials—has been completely unrelated. Surplus agricultural commodities 
covered by the contracts are sold to foreign countries in the same manner 
and to the same countries as such commodities are sold for cash. In fact, 
these sales by the exporters are usually made for cash and the cash received 
is then used to purchase the strategic material which is imported into the 
United States for delivery to Commodity Credit Corporation. Imports of 
strategic materials resulting from barter transactions represent a net addition 
to total United States imports and the purchasing power generated by these 
barter imports in foreign countries can be used to buy any goods or services 
in the United States, thereby causing total foreign purchases of goods and 
services in the United States to be larger than otherwise. Since exports of 
agricultural commodities covered by the barter transaction represent only 
a small part of the total goods and services bought by foreign countries in the 
United States, it is reasonable to conclude that any increase in exports of 
agricultural commodities resulting from barter is small, indeed. 

Some increasing effects on exports of agricultural commodities covered by 
barter transactions may have occurred because many barter contracts have 
provided for delivery of strategic materials over a period of 2 to 4 years, while 
delivery and export of the agricultural commodity has taken place within a 
period of less than 6 months after execution of the contract. As a result the 
barter contractor receives cash from the export sale of the agricultural com- 
modity quickly and has free use of funds until such time as they are needed 
to pay for imports of the strategic material. It is probable that in many cases 
where the barter contractor derives such a monetary advantage, a considerable 
part of such advantage may be reflected in reduced export sales prices for the 
agricultural commodity. To the extent that the sales price is reduced, more 
of the commodity may be sold. 
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It is not necessary for CCC to resort to disguised price cutting through 
barter in order to increase sales of its commodities. The Corporation has 
ample authority under existing law to sell commodities owned by it to meet 
price competition in foreign markets. It is the policy of CCC to do this, and 
it would seem that any additional price cutting resulting from barter would 
result in retaliatory price cutting by foreign countries in one form or another, 
thereby resulting in more instability in world markets. 

In the past 18 months, the two agricultural commodities now included most 
often in barter contracts—wheat and cotton—have been sold freely in export 
markets for cash. Exports of both cotton and wheat from the United States 
in the 1956-57 marketing year will be the largest for a number of years. 
The ready-cash export market for cotton and wheat and the fact that in most 
barter transactions the agricultural commodities covered by the contract are 
first sold for cash, and the cash receipts from the sale are used to buy the 
imported material in the barter transaction, lead to the inescapable conclusion 
that barter transactions largely replace cash sales. Certainly the preponderance 
of evidence points to replacement of cash sales by barter transactions. 

The effect of this replacement of cash sales by barter transactions is to reduce 
the cash assets of the Commodity Credit Corporation. The actual result of 
barter transactions appears to be that CCC exchanges assets, which could 
be sold by CCC for cash, for other assets which cannot be sold at all. 

The Commodity Credit Corporation now holds in its inventory strategic mate- 
rials valued at about $300 million, and the value of such materials yet to be 
delivered on outstanding contracts amounts to about $350 million. Whether 
or not Congress will appropriate funds for any or all of this total of $650 million 
in fiscal year 1958 or fiscal year 1959 is uncertain. Request for $130 million 
of this amount was included in the 1958 General Services Administration budget, 
most of which was denied by House action. 

It is estimated that most of CCC borrowing authority of $14.5 billion will 
be in use at times during fiscal year 1958. Thus, it would appear that a con- 
tinuation of the batrer program on the present basis would reduce cash assets 
of CCC and thereby seriously impair the ability of CCC to carry out its principal 
function, namely, the conduct of agricultural price-support programs. 


BARTER OPERATIONS SUMMARY 
Comparison of barter contracts negotiated for specified periods’ 


[In millions of dollars] 





| | | 
| 1949-50 | 
Materials | through | 1954-55 | 1955-56 1956-57 2 Total 

1953-54 | } 

SS a “iH ——-— : k ae 
Strategic for stockpiling: | 

Minimum stockpile - - - : 71.8 | 5.7 4.9 82.4 
Long-term stockpile ie ‘ en eal 152.8 189. 7 28.9 371.4 
Supplemental stockpile__.- -- 100. 9 109. 9 158. 6 | 369. 4 
a scasacoagel oe a ——|—-—— — 
Total strategic___-.- . ie 71.8 304. 5 187.5 823. 2 
Other: a : ek. ae 
| ES 28.4 22.4 8.6 59.4 
Defense - - - 7.4 2 50. 0 57.4 
Other agencies__. 2.7 14.7 | 17.4 
cadodeteabtidadtocenadciaten eo mihedésbiiaiee 
Total other____-- oa os aaial 35. 8 22. 4 11.3 64.7 | 134. 2 
Grand total__.__- ize, : 107.6| 281.8 315.8 252. 2 | 957. 4 


1 Years beginning July 1. 
2 July 1, 1956-March 31 only. 





562 POLICIES AND OPERATIONS 


Comparison of agricultural exports through barter for specified periods * 


| 


1949-50 
Commodities through | 1954-55 | 1955-56 oer 





Quantities in thousands 


h 68, 646 70, 799 219, 151 
4, 381 55, 148 34, 917 103, 834 
Hundred- 4, 725 22, 089 11, 398 39, 202 
weight. | 

Bushel..-_- f 41, 841 12, 212 59, 297 
14,906 | 15, 987 33, 728 

3, 912 | 6, 211 10, 340 
| 15, 044 39, 361 
[EID sé + cond awe! 56 51 535 
Short ton 22 40 | 96 








1, 355 | ts 4,527} 13,899 


Export market value in million dollars 


Total value $107.6 $124.6 $300. 4 $278. 4 . $811.0 








1 Years beginning July 1. 
2 July 1, 1956-Mar. 31, 1957, only. Preliminary. 
3 1956-57 represents barter sales with considerable lag in actual export shipments expected due to cotton 


sales policy. 
4 Includes flaxseed, dried skim milk, linseed oil, cottonseed meal, soybeans, tobacco, peanuts, dried peas, 
dried beans, and rice. 

Senator Humpnrey. I have one request I will pose to you to see 
whether we can get a little comment on it. It has come to my attention 
that there is now pending before our Government a request from a 
friendly foreign nation for a Public Law 480 transaction which in- 
volves the tri: ngular exchange of commodities. 

We are encouraging American businessmen to invest abroad. One 
large American company has invested abroad in the country to which 
I refer, but the dollar shortage has made it impossible for its assembly 
plant to go into operation. This company has come up with the idea 
whereby we can sell Public Law 480 agricultural commodities to the 
country and that country in turn sell it to another fr iendly nation in 
Europe and receive components for the food which would allow the 
assembly plant to go into operation. They actually would get parts 
for the assembly plant. 

Mr. Bercer. Is that replacing a cash sale? 

Senator Humpurey. It is my understanding that the Administra- 
tion has now taken the position that it is opposed to all transactions 
involving such triangular exchanges of commodities. Why? 

Mr. Bercer. Is it replacing a cash sale we would make to the friend- 
ly country anyway ? 

Senator Humpnrey. I don’t know. That is hard to say. This is 
like the fellow who is up the street who becomes a little angry with the 
fellow down the street who makes a sale because he gave his customer 
a reduction in price of 2 cents. I remember this when we were in 
business. You always have someone saying, “He just stole my busi- 
ness.” He didn’t steal it at all; he just went out and got it. 

Mr. Bercer. I would say that on that description and that basis, Mr. 
Chairman, it would be impossible for me to tell you whether we could 
work it out or whether we could not. We know nothing about the 
materials involved. We know nothing about it. 
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It is just a general philosophy there, and I would say we definitely 
would have to look it over. 

Senator Humpnrey. The country is Turkey. One of the countries 
that would supply the component parts would be Italy, and the com- 
pany is one of the largest American companies. I will give you that 
in communication. It is a very reputable company that was encour- 
aged by the ICA, encouraged by the Department of State, encouraged 


by the Department of Commerce to invest several millions of dollars 
in another country. 


Mr. Bercer. In Turkey? 


Senator Humpurey. In Turkey. Now they have the situation where 
the dollar shortage has made it impossible for the assembly plant to 
go into operation, but the company has come up with an idea whereby 
we can sell Public Law 480 agricultural commodities to the country, 
and that country can in turn sell it to another friendly nation in 
Europe and receive the components or the necessary parts for the food. 
This will allow the assembly plant to go into operation, thereby employ 
people who are needing employ ment, who presently undoubtedly are 
receiving United States Government assistance so they can live. 

This would give them a chance to work. The Government rejects 
this idea. W hy? I am going to present this document to you in 
detail. Itis about a page and one-half. 

Mr. Bercer. We will, give you an answer after we have a chance to 
look it over. I don’t know w hat can be done now. 

Senator Humpnrey. Here is the assumption that is made here. 
Let’s assume that we have $5 million worth of Italian lire under 
Public Law 480 to the credit of the United States. Let’s assume that 
an American company has a plant in Italy which is manufacturing 
and is trying to get a plant going in Turkey, also a friendly country, 
but because of the dollar shortage cannot get the component parts. 

Do you see any reason why we should not transfer any or all of the 
Italian lire to the credit of the United States and exchange them for 
Turkish lire, also to the credit of the United States? There would 
be no net loss to the United States since it only means that we would 
only transfer the equivalent of $5 million of Italian lire into $5 mil- 
lion of Turkish lire. 

At the same time, however, it would be helping the Italian econ- 
omy, the Turkish economy, and helping American business which 
has taken the advice of our Government and invested abroad. 

Do you see any reason why this cannot be done? 

That man that wrote me that letter is a pretty smart fellow, and, 
frankly, I don’t see any reason, and I am going to make a formal re- 
quest of your division concerning this. 


Mr. Brrorr. I don’t know whether that is in our Department or 
not. 


Senator Humpurey. That is a supplementary part. This may go 
to ICA. 


Mr. Bercer. That is right. 

Senator Humpurey. But the first part on the transaction would 
come to you. 

Mr. Bercer. That’s fine. 

Senator Humpnrey. I will send this on over to you. 

I just wanted to make this a matter of public concern. 
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Mr. Rawuines. Actually, the Bureau of the Budget, the Foreign 
‘Agricultural Service, the general sales manager and the ICA might 
be involved, so it would be several people who would get into that. 

Senator Humenrey. The miracle of this program is that it works 
as well as it does. It really is. I tell you the Lord has His hands 
on this one, believe me. It is like Adam Smith’s famous dissertation. 
When it all got mixed up he said it was guided by the Divine hand 
of Providence. I think it is the same with Public Law 480; there are 
so many people involved in it but it works, thank goodness. 

I think that is all, gentlemen. I want to ask Mr. Fritz just a few 
questions. 

Thank you very much, Mr. Berger. 

Is Mr. Durkin here? 

Mr. Durkin. Yes, sir. 

Senator Humpurey. Mr. Durkin and Mr. Fritz, of the Office of 
Defense Mobilization. 

You don’t have a prepared statement, do you? 

Mr. Frirz. No; we do not. 

Senator Humrnrey. That is what I understood. 

Mr. Gray was here before us earlier and this is a followup. This 
is directed to either one of you gentlemen. In general, how do you 
arrive at your determinations as to what is needed for the national 
defense stockpile, both minimum, long term, and supplemental 

Mr. Frrrz. Mr. Chairman, that is a big order. I might start in first 
on the strategic stockpile. In determining the strategic stockpile, 
objectives of the Office of Defense Mobilization obtains requirements 
figures on military programs from the Department of Defense. 

Generally the requirements for the essential civilian programs are 
developed by the Department of Commerce. Those requirements are 
brought together and reviewed by an interagency commodity 
committee. 

In addition, the supply figures are developed by the appropriate 
agency. In the case of metals and minerals the agency would ordi- 
narily be the Department of the Interior. Those figures are also 
received by the interagency commodity committee. The committee 
brings together the supply and requirements figures, and works out 
a comparison of the data and the balance. 

I should say that on the supply side in calculating the minimum 
stockpile objective, there are factors applied to : allow for war risks. 
Those factors are developed in accordance with guidance received 
from the National Security Council, the Joint Chiefs of Staff, and the 
Department of State, and on some occasions the other agencies may 
participate in developing the a 

The supply figures are discounted, or factored as we call it for the 
war risks, and then they are set over against the requirements figures 
and the deficit that is shown becomes the minimum stockpile objec tive. 

Senator Humenurey. Do you consult with industry on this? 

Mr. Frirz. Yes. 

Senator Humpurey. That is, leaders of industry ? 

Mr. Frirz. Information is obtained from industry to the extent nec- 
essary by the agencies who develop the figures. 

Senator Humpnrey. Do you have any industry advisory committee 
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Mr. Frirz. There are industry advisory committees in the Depart- 
ments of Commerce and Interior who are consulted whenever 
necessary. 

Senator Humpnurry. For the purpose of your calculations? 

Mr. Frrrz. For the purpose of working up the basic figures; that 
is correct. 

Senator Humenurey. The strategic list ? 

Mr. Frrrz. Yes. 

Senator Humpurey. Does ODM and do you, sir, in your key posi- 
tion, being Chief of the Stockpile Management Branch, do you talk 
with industry people on the requirements of the stockpile ? 

Mr. Frirz. We rely ordinarily on the delegate agencies to take up 
the matters with the industry committees. We have an arrangement 
with the Department of Commerce whereby the ODM as necessary 
will use the industry advisory committees. The Department of the 
Interior also has advisory committees, and they consult those com- 
mittees to the extent required in working up the figures. 

That indicates how the minimum stockpile objective is developed. 
Senator Humpnrey. And your long term? 

Mr. Frrrz. That is correct. 

Senator Humrnrey. I suppose you have other objectives or other 
‘iteria for judging your stockpile as well ? 

Mr. Frirz. In the strategie stockpile we have in addition to the 
minimum stockpile objective the long-term stockpile objective. The 
difference between the long-term objective and the minimum is that 
in the case of the minimum stockpile objective, there is a dependence 
to some extent at least on oversea sources. 

In the case of the long-term stockpile objective, the distant oversea 
sources are discounted completely. Because of the greater discounting 
of the oversea sources in the case of the long-term objective, the figures 
show a larger deficit and therefore a larger objective. 

Senator Humpnurey. Do you constantly reevaluate the stockpile in 
terms of developments in our defense structure ? 

Mr. Frirz. Yes; we do. 

Senator Humpnrey. The shifting of use of materials because of a 
particular kind of device or a particular kind of weapon ? 

Mr. Frirz. That is correct, Mr. Chairman, and I think it should 
be kept in mind that the objective may decrease as well as increase. 

Senator Humrpnrey. That is correct. 

Mr. Frrrz. There may be changes in the program that occur which 
may result in decreases in the objective. When that occurs, we are 
required, in ODM, to adjust our procurement program accordingly. 

Senator Humpurey. I have a memorandum here. Subject, the 
“Proposed Barter Deal of Surplus Wheat for Canadian Aluminum.” 

On May 28, 1957, Commodity Credit Corporation issued a new list 
of materials for which it would engage in barter transactions utilizing 
surplus agricultural commodities. The only significant addition to 
this list was aluminum, which heretofore had not been included. The 
addition of aluminum was for the purpose of effecting a barter trans- 
action of wheat for Canadian aluminum. Both Canada and the 
United States are currently producing more aluminum than their 
industries require. 
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This is an inconsistent action on the part of the Government since 
the Government has taken the following steps relative to aluminum, 
all within the past year: 

(1) It has, through ODM, eliminated rapid tax amortization for 
the construction of aluminum reduction plants (indicating that any 
further plants constructed would not be for defense purposes) ; 

(2) It has, through ODM, announced that the short-term stock- 
pile goal in aluminum has been reached ; 

(3) It has, through the Department of Defense, deleted aluminum 
from the list of materials to be conserved in military design and pro- 
curement (again indicating that the available supply of aluminum 
for defense purposes is adequate) ; and 

(4) It has, through GSA, during the current “easy” supply sit- 
uation, reluctantly accepted metal “put” to it by the primary pro- 
ducers of aluminum in the United States under contracts guarantee- 
ing the output of plants constructed during the Korean war (GSA 
has acknowledged its commitments to take this metal when offered 
at the market price, but has made clear that it does so only because of 
contract commitments and not because the metal is either wanted or 
needed. 

(Some of these contracts committing the Government to buy alum- 
inum expire in early 1958, but some extend to as late as 1963, and the 
contractuual commitments, in cash, are heavy.) 

Why then, should the Government, through Commodity Credit 
Corporation, exchange one unwanted material for another unwanted 
material when it can accomplish the disposition of the surplus agri- 
cultural commodities through the acquisition of wanted materials. 
Rumors in the industry are that the longtime efforts of the Canadian 
aluminum company to sell aluminum to the United States Govern- 
ment, which have been repeatedly thwarted by Congress ever since 
the end of World War II, are about to succeed through the CCC 
mechanism. 

Aluminum was the original barter list of September 21, 1954. It 
was omitted from the July 9, 1956, list, but was put back on the 
barter list by the CCC on May 28, 1957. 

My question is, Why is it that aluminum is on this list when I am 
told that there is an oversupply of it domestically ? 

Mr. Frirz. Mr. Chairman, the effect of the short-term barter for 
surpluses may be to absorb thoses surpluses and therefore would be 
expected to aid the domestic situation. 

Senator Humpnrey. You mean the domestic agricultural situa- 
tion? 

Mr. Frrrz. The domestic situation on the supply and demand for 
the metal. 

Senator Humrpnney. I see. 

Mr. Frirz. At the present time the United State producers are de- 
livering aluminum to the Government through the put rights that 
exist in the contracts, and they are doing that because there is a mar- 
ket surplus. If the effect of the barter is to absorb some of the sur- 
plus, the world surplus, it may have the effect of reducing the puts 
of metal to the Government, and in process will result in disposal of 
agricultural commodities. 
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Senator Humpurey. There seems to be quite a little confusion or 

apparent confusion to me on the part of the Government relating to 
. uminum. Here are a few actions that have taken place within the 
past year: 

One, the Government has through ODM eliminated rapid tax 
amortization for the construction of aluminum reduction plants, in- 
dicating that any further plants constructed would not be for the de- 
fense purposes. 

I guess that is a fair statement. 

Two, it has through ODM announced that the short-term stock- 
pile goal in aluminum has been reached. 

Mr. Frirz. That is right. 

Senator Humpurey. Three, it has through the Department of De- 
fense deleted aluminum from the list of materials to be conserved in 
military design and procurement, again indicating that the available 
supply of aluminum for defense purposes is adequate. 

Four, it has through GSA during the current easy supply situation 
reluctantly accepted metal put to it by the primary producer of alumi- 
num in the United States under contracts guaranteeing the output of 
plants constructed during the Korean war. 

GSA has acknowledged its commitments to take this metal when 
offered at market price, but has made it clear that it does so only 
because of the contract commitments, and not because the metal is 
either wanted or needed. 

Some of these contracts committing the Government to buy alumi- 
num expire in early 1958, but some extend as late as 1963, and the 
contractual commitments, in cash, are heavy. 

Why then should the Government, through Commodity Credit Cor- 
poration, exchange one surplus material for another surplus material 
when it can accomplish the disposition of agricultural surplus com- 
modities through the acquisition of wanted materials? Rumors in 
the industry are that the longtime efforts of the Canadian aluminum 
company to sell the United States Government have been repeatedly 
thwarted by Congress ever since the end of World War II, are about 
to succeed through the CCC mechanism. 

Mr. Frirz. Mr. Chairman, the material is being put to the Govern- 
ment in any case, and it would be a matter of substituting material 
acquired by barter for material that would be put to the Government 
under the Defense Production Act contracts. 

Senator Humrnrery. Is this Canadian aluminum one that the Gov- 
ernment be required to take ? 

Mr. Frirz. The aluminum is being put by the United States pro- 
ducers. However, the United States does import aluminum from 
Canada, and therefore that has to be taken into account in the United 
States supply. 

Senator Humpnrey. In other words, you are say ing that this would 
be purchased one way or another; is that the idea 

Mr. Frrrz. That is correct. The contractors ania the right under 
their contracts to put the material to the Government at the market 
price and the Government has to take it. 

Senator Humpnrey. I understood that this was over and above 
those contracts. I may be misinformed. I am actually seeking your 
advice and guidance on this. 
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Mr. Frirz. Mr. Chairman, it is a matter of how the surpluses are 
going to be absorbed. If the sur pluses are absorbed by the barter 
route, naturally the probabilities are that less metal, surplus metal, 
would be put to the Government thr ough the put contracts. 

Senator Humeurey. But either way it has to be paid for. 

Mr. Frirz. The metal acquired by the CCC, of course, may be put 
into the supplemental stockpile. 

Senator Humrpnrey. And not paid for at once. 

Mr. Frirz. It would have to be paid for by the Government. 

Senator Humpurey. Yes. 

Mr. Frirz. But not out of stockpile funds. 

Senator Humpurey. That is right. 

Have you had any particular reaction to this barter arrangement 
with Commodity Credit for aluminum? Is this something that the 
ODM approves of ? 

Mr. Frrrz. That has been reviewed by the Interdepartmental Com- 
mittee. It is our practice to refer the directives to the Interdepart- 
mental Materials Advisory Committee. 

It has been approved by them. 

Senator Humpurey. It has been? 

Mr. Frirz. That is correct. 

Senator Humpurey. Despite the rather substantial quantities that 
we have of aluminum ? 

Mr. Frirz. That is right. 

Senator Humpnrey. I think there may be men in this room that 
have come to me, for example, and told me the Government won't bar- 
ter for platinum. Have we got any great surplus of platinum ? 

Mr. Frrrz. The Government has a ver y large inventory of platinum, 
Mr. Chairman, and there is a special situation there that must be con- 
sidered. There has been a rapid change in the consuming industry 
for platinum. Whereas previously the requirements that we take into 
account were met predominantly by platinum metal, now they are 
being met to a very large extent by palladium. Consequently, we 
have two materials in effect that are meeting the demand. The effect 
of that has been to give us a much better base. 

Consequently, the deficit that we need to meet by the stockpiling 
route is less than it was previously, so in view of that situation, we 
do feel that we have an ample stockpile of the platinum-group metals. 

Senator Humpnrey. I appreciate your explanation of this. The 
point that I was trying to get at is that certain contractors in the 
barter field have indicated that metals and minerals have been taken, 
removed from your ODM list, on the theory or on the assumption 
that there is an adequate supply for whatever term is needed under 
the requirements of the ODM for the stockpile, and yet the minerals 
or metals are being bartered for which are in much greater surplus, 
the question or query being why ? 

Mr. Frrrz. Mr. Chairman, it simply depends on how the figures 
work out. When the question of adequacy of supply is considered, 
it must be considered against the requirements. Some materials are 
in adequate supply. In fact, we have some excess of materials in 
relation to the requirements. In other cases we still have a substan- 
tial deficiency. 

Senator Humpnurey. Have you ever thought about adding hemp 
to your list for acquisition ? 
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Mr. Frrrz. Mr. Chairman, hemp; actually abaca and sisal are the 
items in the stockpile, but the objectives for the group have been met. 

Senator Humpurey. I am informed that there is a supply available 
in Haiti which it might be possible to barter for with surplus agri- 
cultural commodities which are apparently needed. Are you aware 
of that ? 

Mr. Frrrz. Yes; we are familiar with that, Mr. Chairman. The 
rotation expense on the abaca and sisal is a substantial item. That 
is one stockpile that must be rotated in the course of time. 

Senator Humpurey. You do have a stockpile of it at the present 
time ? 

Mr. Frirz. We have a stockpile at the present time which must be 
rotated. 

Senator Humpnrey. Is it presently on the list ? 

Mr. Fritz. It ison the list at the present time. 

Senator Humpurey. Could barter take place for some of it now? 


Mr. Frrrz. I am sorry, maybe I misunderstood you. Did you mean 
on the barter list ? 


Senator Humpnurey. Yes. 

Mr. Frrrz. It is not on the barter list. 

Senator Humpurey. It has apparently been on at least the pur- 
chase list in the past. 

Mr. Frrirz. It is an item on the strategic stockpile but not an item 
on the supplemental stockpile list. 

Senator Humprnurey. When you say it is an item on the strategic 
stockpile, does that mean that it still can be acquired ? 

Mr. Frirz. It is not being acquired except for rotation purposes. 

Senator Humpurey. Could barter be used to acquire it for rota- 
tion purposes ? 

Mr. Frirz. Mr. Chairman, I can’t answer that question. I think 
that there would have to be an appraisal made to determine whether 
it would be a suitable item for acquisition by barter in view of the 
rotation problem that exists on the stockpile and the extra cost 
involved. 

Senator Humpnrey. I should like to further explore that problem, 
but we are running short of time. Why did you put industrial dia- 
monds on your list in 1956? 

Mr. Fritz. Why did we? 

Senator Humrnrey. Yes. 

Mr. Frrrz. The industrial diamonds were placed on the list, both 
industrial diamond stones and industrial diamond bort, but it was 
specified in the directive that industrial diamond stones would be 
taken only if tied in with the acquisition of bort. The industrial 
diamond stones are against the supplemental stockpile. The acqui- 
sition of the bort is against the strategic stocknile. 

The market on the bort has been very tight, and under the stock- 
piling act, section 3 of the Stockpiling Act, materials are not to be 
acquired—I will put it positively. Materials are to be acquired for 
the stockpile so far as practicable from supplies that are in excess of 
the current industrial demand. 

That is, basically we are not authorized under the Stockpiling Act 
to take materials that are not excess to the current industrial demand 
as a practical matter. 


95262—57——37 
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Senator Humpnurey. When the diamonds were taken off the list in 
October, I believe, of 1956, was this removal made known to the De- 
partment of Agriculture or the Commodity Credit Corporation ? 

Mr. Frrrz. We consulted with them informally. We did not have 
a formal meeting, an interagency meeting. We did, however, con- 
sult with them and they were informed. I am sure they knew about 
the tight situation that existed on the bort. 

The Department of Agriculture in fact did issue releases on it. I 
think a series of six releases were issued, indicating what the situation 
was. 

Senator Humpurry. So you feel that there was adequate consulta- 
tion and adequate notification ? 

Mr. Fritz. We feel that there was, Mr. Chairman. We followed 
the practice of issuing a list at the beginning of the year so that 
suppliers of materials would have some idea of what materials the 
Government might attempt to acquire. 

That list did not constitute an order to procure. The ODM does 
not deal with suppliers directly. The ODM directive is issued to the 
General Services Administration which, in turn, informs the com- 
modity Credit Corporation of items that may be acquired by ex- 
change of agricultural commodities. 

The General Services Administration is the agency that coordinates 
procurement by the barter route—disposal of agricultural commodi- 
ties—with procurement for the strategic stockpile. 

Senator Humpurey. Under your ‘directive of July 9 why was 
the Department of Agriculture authorized to purchase industrial 
diamonds only if bort could be obtained at the same time! 

I gather you have answered that in the sense that there was the 
shor tage of supply. That is what you were after? 

Mr. Frrrz. It seemed possible at the time to obtain some bort. At 
the time the directive was prepared, the market for the bort showed 
some indications of loosening up. However, soon after the directive 
was issued, it became progressively tighter. 

Senator Humpnrey. As far as you know, was there any indication 
at any time to industry ‘that the purchase of industrial diamonds would 
be tied directly to bort after that July 9 announcement ? 

Mr. Frirz. Well, sir, it was in the directive which was transmitted 
to the agency, and we have to assume that the program was carried 
out in accordance with the directive. 

Senator Humpnrey. Was there any indication prior to that July 9 
announcement—informal occasion through consultations, through ad- 
visory groups—that the purchase of industrial diamonds would be 
tied specifically to the availability of bort? 

Mr. Frrrz. In the procurement program for the industrial dia- 
monds, we have had tie-in sales. It has been a common practice to 
tie in the bort purchases with the industrial stones. There has been 
over an extended period a surplus of diamond stones. That has not 
been true for the bort except for short periods. 

Senator Humpnrey. Can you make bort out of diamonds? 

Mr. Frrrz. It can be done, but it is extremely expensive, Mr. Chair- 
man. 

Senator Humpnrey. Even a lower-grade industrial diamond ? 





POLICIES AND OPERATIONS 571 


Mr. Frirz. Of course, there is no distinct dividing line between 
the bort and the stones. Material in the intermediate zones might be 
downgraded. 

Senator Humpnrey. Do you still have a shortage of supply of bort? 

Mr. Frrrz. We still have a shortage of bort for the stockpile. We 
have not reached the minimum objective. 

Senator Humpnrey. If that is the case, would it not be well to try 
to encourage barter of industrial diamonds with bort? I know it is 
a tie-in sale, but if you really have a shortage of bort, and you are 
below your minimal requirements, would it not be worth while to give 
consideration to barter exchange for this combination sale? 

Mr. Frrrz. Mr. Chairman, we don’t believe that we can, under the 
provisions of the Stockpiling Act, since the bort would be acquired for 
the strategic stockpile, and because of the provision in the Stockpiling 
Act that ‘Materials are to be acquired from surpluses to the extent 
practicable. 

Senator Humpnurey. In other words, bort, because it is not a sur- 
plus item, would not be, should not be acquired? I don’t quite get 
this. 

What I was getting at is this: If there is a shortage of the supply 
of bort, and you have not met your minimal requirements for the 
stockpile, despite the fact that there seems to be a surplus of industrial 
diamonds, would it not be desirable to proceed to encourage barter of 
American surplus agricultural commodities for the industrial dia- 
monds, provided that the bort is tied in. 

Mr. Frrrz. Mr. Chairman, that would have the effect of tightening 
up an already tight supply in the bort. There is a worldwide shortage 
of diamond bort at the present time. 

Senator Humpurey. So it would have an adverse effect on the price 
structure, you feel, and make the situation more grave ? 

Mr. Frirz. The diamond bort is used to considerable extent in de- 
fense production in the United States, and it might have an adverse 
effect on direct defense production. 

Senator Humpurey. Would it be prohibitive to make bort out of 
your surplus industrial diamonds? 

Mr. Frirz. Generally, that is true, Mr. Chairman; the difference 
in price is so large. 

Senator Humenrey. What kind of coordination exists for the pro- 
curement of strategic materials by the various Government agencies 
so that such procurement may be carried out in an orderly manner with 
the least disturbance of the domestic and foreign markets for minerals 
and metals ? 

Mr. Frirz. Mr. Chairman, the Office of Defense Mobilization has 
the Interagency Committee. 

Senator Humpnrey. That is the one you were describing earlier? 

Mr. Frrrz. The Interdepartmental Materials Advisory Committee 
which makes reviews of such matters. 

Mr. Chairman, all of the Government agencies who have a direct 
interest in the stockpile are represented on that Committee, so that 
they have an opportunity to present their views. 

Senator Humpurey. I would like to have you or someone in your 
office present for our record just the membership of the interdepart- 


mental agency. You can do that at your own convenience, sir. 
Mr. Frrrz. I will be glad to. 
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(The information is as follows :) 


INTERDEPARTMENTAL MATERIALS ADVISORY COMMITTEE 


Representatives from— 
Department of State 
Department of Defense 
Department of the Interior 
Department of Commerce 
Department of Agriculture 
General Services Administration 
International Cooperation Administration 

Senator Humpnurey. Also—that first question that I asked—in gen- 
eral, how do you arrive at your determination as to what is needed 
for national defense stockpile, both minimal, long term, and supple- 
mental ? 

I would like to have you look over your testimony, to judge whether 
you feel it needs to be supplemented so that we may have a more 
detailed and elaborate description. I would appreciate it. Can you 
judge that yourself? That was just a general informal question that I 
am sure will be of some benefit to those who may be interested in 
these hearings ? 

Mr. Fritz. Mr. Chairman, I should like to repeat that, as Mr. Gray 
testified here last time, the authority of the Office of Defense Mobiliza- 
tion is a delegated authority from the President under title I for the 
supplemental stockpile. 

Senator Humpnurey. Yes, sir. 

Mr. Frrrz. The supplemental stockpile under Public Law 480 may 
be additional to the strategic stockpile. Generally it is considered 
as above and beyond the strategic stockpile under the determinations 
that are made. 

Senator Humpurey. It is as hard, I think, for the layman to sep- 
arate the stockpile of strategic items and the supplemental. I know 
it has been for me. 

Mr. Frirz. The supplemental stockpile may be additional to the 
strategic stockpile but that is optional under Public Law 480. 

Senator Humpurey. Well, thank you very much, Mr. Fritz and Mr. 
Durkin, who is here with you. 

Mr. Durkin, you are from the Office of the General Counsel; is that 
correct ? 

Mr. Durkin. Yes, sir. 

Senator Humpnrey. One of the continuing questions or the question 
repeated most often to me is the question of how does an item get 
on the list and how does it get off the list and why is it that at times 
ferroalloys, for example, may be on the list and then they are off very 
shortly. Any information more than you have given that you can 
shed on that particular subject as you review your testimony will be 
very much appreciated. 

Our desire here is not to embarrass any agency but to get a better 
understanding of how we can coordinate the activities under Public 
Law 480 with other governmental services, and as was indicated here 
earlier—and I am sure you were in the room at the time—lI read from 
section 303 of the act referring to Public Law 480. 


Agencies of the United States Government procuring such materials, goods, 
or equipment are hereby directed to cooperate with the Secretary in the disposal 





POLICIES AND OPERATIONS 573 


of surplus agricultural commodities by means of barter exchange. Strategic 
materials so acquired by the Commodity Credit Corporation shall be con- 
sidered as assets of the Corporation, and other agencies of Government in 
purchasing such strategic materials shall purchase such materials from the 
Commodity Credit Corporation inventories. 


I have a feeling, and I have no evidence other than just the feeling, 
that this directive has not been as fully implemented as it might well 
have been. It may very well be on the strategic materials, but I am 
not so sure on the supplemental stockpile. 

All right, sir, thank you very much. I appreciate your being here 
with us today. 

(The information submitted by the Office of Defense Mobilization 
isas follows :) 


GENERAL DESCRIPTION OF THE STRATEGIC AND SUPPLEMENTAL STOCKPILES 


The Strategic and Critical Materials Stockpiling Act (Public Law 520, 79th 
Cong.) provides for stockpiling strategie and critical materials and conserving 
and developing these materials in the United States in order to “decrease and 
prevent wherever possible a dangerous and costly dependence of the United States 
upon foreign nations for supplies of these materials in time of national emer- 
gency.” To accomplish this objective, the act requires (1) determination of the 
materials to be stockpiled; (2) establishment of objectives and purchase pro- 
grams; and (3) protection and maintenance of stockpiled materials through ap- 
propriate storage, processing, and rotation programs. The act also provides for 
withdrawing materials from the stockpile and disposing of excess or obsolete in- 
ventories. Disposal may be made only in accordance with specific provisions 
designed to assure the availability of stockpiled materials in time of emergency 
and to prevent disruption of normal markets. 

The Agricultural Trade Development and Assistance Act of 1954 (Public Law 
480, 83d Cong.) establishes a supplemental stockpile and authorizes the purchase 
of strategic materials for this stockpile with foreign currencies acquired from the 
sale of surplus agricultural commodities. The act also expands somewhat the 
authority of the Commodity Credit Corporation to barter commodities for stra- 
tegic materials. The Agricultural Act of 1956 (Public Law 540, 84th Cong.) 
provides that strategic or other materials acquired by the CCC as a result of 
barter or exchange of agricultural commodities or products unless acquired for 
the strategic stockpile or for other purposes shall be transferred to the supple- 
mental stockpile. 


THE MINIMUM STRATEGIC STOCKPILE PRORGAM 


A minimum objective is established for each stockpile material. These ob- 
jectives represent the quantities that must be acquired and stored in order to 
provide for the estimated deficits between essential wartime military and civil- 
ian requirements, and wartime supplies from domestic and foreign production. 
Minimum objectives are developed in conformance with guidance and assump- 
tions established by the National Security Council and are based primarily on 
detailed “balance sheet” types of analyses of probable wartime requirements and 
supplies. 

The direct military requirements used in these calculations are computed by 
the military establishments from planned production schedules for military 
equipment and supplies. War-supporting and essential civilian requirements 
are estimated by the civilian agencies, chiefly the Departments of Commerce and 
Agriculture, in accordance with planning guides and criteria prepared by the 
Office of Defense Mobilization. These estimates may be adjusted to allow for 
economical wartime substitutes, conservation, and technological change in ma- 
terial usage. 

The supply estimates are based on expected wartime domestic production and 
imports, and are adjusted for expected expansion projects, depletion of deposits, 
and possible losses or interruptions of foreign production or shipments. The 
effect of possible foreign losses or interruptions is provided for by applying strate- 
— factors developed by the Joint Chiefs of Staff and the Department of 

e, 

Much of the work of assembling and analyzing the basic data used in calculat- 

ing minimum stockpile objectives is performed by seven interdepartmental 
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commodity committees. Proposed objectives are reviewed with the Interde. 
partental Materials Advisory Committee and, if major policy issues arise, they 
may be referred to the Defense Mobilization Board or possibly the National Se- 
eurity Council. Final objectives are then established by the Office of Defense 
Mobilization. The procedure is essentially the same when a new material is 
added to the stockpile list or an existing objective is reviewed. 


THE LONG-TERM STRATEGIC STOCKPILE PROGRAM 


The long-term stockpile policy was established by the President on March 26, 
1954, upon recommendation of the President’s Cabinet Committee on Minerals 
Policy. This policy provides for security in materials additional to the minimum 
program through substantially higher objectives for stockpiled metals and 
minerals. The policy also authorizes the processing of stockpile inventories to 
forms that will be more readily usable in time of war. ; 

The long-term objectives are computed primarily by discounting further the 
wartime import estimates that are used in calculating minimum objectives, 
Under the long-term concept it is assumed that in the event of war, supplies will 
not be available from foreign sources other than a limited group of countries to 
which access can be had with the same degree of reliance as afforded by sources 
within the United States. Less stringent assumptions may also be made with 
respect to wartime conservation of strategic metals and minerals. 


THE SUPPLEMENTAL STOCKPILE 


The supplemental stockpile established under section 104 (b) under Public 
Law 480 may be additional to the strategic stockpile. In actual practice, ma- 
terials acquired by barter or exchanges of agricultural commodities against the 
minimum or long-term strategic stockpile objectives have been counted as a part 
of the program under the Stockpiling Act and the amounts acquired for the sup- 
plemental stockpile have been additional amounts. In determining the extent 
of the additions, the ODM has followed the policy recommendations of the Council 
on Foreign Economic Policy. An overall limit has been established that in no 
case would total Government inventories of a material exceed the total require- 
ments for a 5-year emergency period. 

The materials included in the ODM list for the supplemental stockpile must 
meet approved specifications for the strategic stockpile. The supplemental stock- 
pile is maintained under the custody of GSA and the storage costs, which have 
not yet become large, are financed from strategic stockpile funds. Materials can 
be removed from the supplemental stockpile only under the provisions of section 
3 of the Stockpiling Act which requires approval of the Congress before any with- 
drawals can take place. 


Senator Humeurey. I am going to ask for Mr. Chilson, from the 
Department of the Interior, and Mr. Spencer S. Shannon. Are you 
gentlemen both here ? 

Mr. SHannon. Mr. Chairman, I am Spencer Shannon; Under 
Secretary Chilson is not here, but I have his statement. 

Senator Humpurey. I understand that you do, and that is just 
fine. Mr. Shannon, won’t you have a chair here? I have your full 
statement here. 

It relates to the activities of the Department of the Interior, as 
they refer to Public Law 480 operations, particularly on these stra- 
tegic minerals. 

Mr. SHannon. I believe that statement will quite well answer the 
inquiries you have made of the Department. 

enator Humenurey. Yes. We shall be glad to have your prepared 
statement at this point. 
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STATEMENT OF HON. HATFIELD CHILSON, UNDER SECRETARY OF 
THE INTERIOR, PRESENTED BY SPENCER S. SHANNON, DIREC- 
TOR, OFFICE OF MINERALS MOBILIZATION, DEPARTMENT OF 
THE INTERIOR 


Mr. Suannon (for Mr. Chilson). Mr. Chairman and members of 
the committee, in many respects the Department of the Interior has 
Government responsibilities for minerals similar to those of the De- 
partment of Agriculture for agricultural products. The Department 
of the Interior is concerned with the welfare of miners and mineral 
processors just as the Department of Agriculture is concerned with 
the welfare of farmers and agriculture processors. Both the De- 
partment of the Interior and the Department of Agriculture are con- 
cerned with insuring an adequate supply to American consumers of 
their respective commodities in peacetime, and both are delegate 
agencies of the Office of Defense Mobilization for defense emergency 
planning and operations. 

Although in the past the programs of one department have not 
often impinged on those of the other, today the surplus agricultural 
disposal program of the Department of Agriculture does have an im- 
portant potential impact both on the Government’s minerals program 
and on the Nation’s minerals economy. 

Under the CCC Charter Act, as amended, and Public Law 480, as 
amended, the Secretary of Agriculture has broad authorities to carry 
out certain measures to benefit American agriculture. Explicit with- 
in these authorities is the executive authority to barter surplus agri- 
cultural commodities for minerals. Only comparatively lately have 
the full implications and extent of this agricultural authority over 
minerals been generally understood. Large segments of the Ameri- 
can minerals industries still have no conception of the potentiality of 
the agricultural disposal program. However, I believe it is safe to 
say that at least some of the domestic industries, such as lead and 
zinc, now understand the potentialities of the barter program, and 
the extent and implications for them of the authority of the Secre- 
tary of Agriculture to regulate and operate the program. 

The $414 million in barter contracts which the Department of Agri- 
culture concluded for strategic and critical metals and minerals dur- 
ing the calendar year 1956 was the equivalent of a little over 2 percent 
of the total value of American farm production. It was the equiva- 
lent of 12 percent of the total value of United States agricultural 
exports in 1956. 

his $414 million, however, was of far greater significance to the 
minerals industries. It was the equivalent of 24 percent of domestic 
roduction of all minerals on the barter list and 44 percent—almost 
alf—of United States imports of all minerals on the barter list, in- 
cluding barter imports. 

There is no reason to assume that the level of $414 million for 1956 
will prevail in 1957 or in the future. Whether the barter program for 
1957 is to call for procurement of $414 million worth of minerals, or 
several times that amount, or none, is perhaps not of great importance 
to American agriculture, inasmuch as the Department of Agriculture 
has many alternative methods of surplus disposal to choose from, of 
which barter for minerals is only one. But to the mining industries, 
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the barter program is of tremendous significance. In many respec 
barter transactions can be regarded as the major United States gov- 
ernmental activity in the field of minerals in 1956. 

It is clear, therefore, that this program can be of great assistance to 
these industries. 

There is authority under the various pieces of barter legislation to 
enable the surplus agricultural disposal program to assist in strength- 
ening these industries and in insuring an adequate supply of metals 
and minerals to American industry in peace and war. This authority 
can be used to meet stockpile objectives and future shortages in peace- 
time as our resources become inadequate to supply industrial require- 
ments. Acquisitions can tend to smooth out the excessive price and 
production downswings that characterize the minerals trade when 
overproduction is followed by refusal of consumers to purchase. At 
these times the Government can acquire needed strategic minerals at 
a bargain and at the same time keep in being the normally competitive 
domestic extractive and basic processing minerals industries, as well 
as the foreign minerals industries which are essential to the security 
of the Nation. 

To the effective working of this program, a great contribution has 
been made by the fine cooperation and understanding which has de- 
veloped in the past year between the Barter Division of the Depart- 
ment of Agriculture and the Office of Minerals Mobilization of the 
Department of the Interior. The Department of the Interior’s obser- 

vations and advice, submitted through normal] channels, are neces- 
sarily within the framework of the Agriculture Department’ s policy 
decisions, as represented by determinations to suspend barter in April 
and the policy announcement of May 28, 1957. The informal coopera- 
tion between the Department of the Interior and both the Barter 
Division of Agriculture and the General Services Administration has 
enabled us to obtain promptly information on volume of barter com- 
mitments and contracts when we need it. The Department also has 
an excellent informal relationship with the production area of 
the Office of Defense Mobilization, whereby the advice of the Depart- 
ment of the Interior is solicited on the technical and procedural issues 
related to barter for minerals in which occasionally the ODM is 
involved. 

In addition to these regular formal and informal interagency chan- 
nels of communication, the Department occasionally participates in 
meetings or communicates by various means with officials of other 
agencies, as special problems arise. 

Let it be clearly understood, therefore, that as for barter for stra- 
tegic materials or for strategic and critical materials, this Depart- 
ment lends its full support to the program. Interior officials have 
discussed the program widely within the minerals industry and have 
7" expansions of the per wherever practicable. 

owever, without implying any judgment on the relative values of 
the various methods of disposing of surplus agricultural commodi- 
ties—that is, by title I, 11, III, cash sales, etc.—or of the various pur- 
poses served by their disposal —to develop new markets for agricul- 
tural commodities, to procure military equipment, etc.—the Depart- 
ment of the Interior feels that there is a distinct advantage to 
procuring nondeteriorating metals and minerals at negligible storage 
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cost, instead of keeping stocks of deteriorating surplus agricultural 
commodities at high storage costs. 

The Department of Agriculture reports that as of March 31, 1957, 
the strategic materials acquired through barter and held in CCC in 
ventory pending transfer to stockpiles were valued at $310,366,000. 
Of this amount, materials valued at $135,121,000 were to be trans- 
ferred to the national stockpile. The remainder, oe :, $175,- 
245,000, were for transfer to the Supplemental Stockpile. es and 
values of Supplemental Stockpile strategic materials in cot inven- 
tory as of March 31 were as follows: Abrasive crude aluminum oxide, 
$4,593,000; antimony metal, $1,297,000; bismuth, $877,000; cadmium, 
$7,134,000; industrial diamonds, $26, 298 ,000 ; ferrochromium- silicon, 
$5,084,000 : ferromanganese, $57,537, 000 ; fluorspar, $6,432,000; lead, 
$20,775,000; manganese ore, $389,000 ; ‘palladium, $3,636, 000: rare 
earths, $1, 405 ) 000; and zine, $39 787 ,000. These quantities represent 
only the inventories and do not include materials already under con- 
tratct for future delivery. 

It is difficult to measure statistically the advantages and disadvan- 

tafies that have accrued thus far in bartering for metals and minerals. 
It is difficult even to measure the effect that barter has had on mineral 
markets and prices. There are always a number of economic pres- 
sures of various types present in addition to the barter activity. 

It is evident that the entry of the Government into a barter trans- 
action for a metal or mineral represents an increased demand for the 
material and consequently exerts an upward pressure on prices. The 
extent of the pressure is to some extent dependent upon such fac- 
tors as the way in which the contract is negotiated and its terms and 
conditions, including the timing of deliveries. Whether the effect 
of any given barter transaction will be to increase prices, to hold them 
stable in the face of weaknesses arising from other causes, or to apply 
a brake to a price decline, is probably dependent on still other factors. 

Similarly, the market effect of the Government’s withdrawal from 
barter in any commodity is probably dependent upon such cireum- 
stances as the manner of the withdrawal, the quantity of the material 
the Government had been taking and the general condition of the 
market. 

In the case of lead and zinc, the facts are that the entry of the CCC 
into barter in the middle of 1956 was not accompanied by a United 
States price increase. However, suspension of the barter program at 
the oa of April was followed a few days later by a price decline 
which has brought zine from 1314 cents to 10 cents and lead from 
16 cents to 14 cents. Since the middle of 1956, the CCC has nego- 
tiated for $72 million in zine and $40 million in lead. For purposes 
of comparison, it may be pointed out that the zinc contracts were 
equivalent to about half the value of domestic zinc smelted in 1956 
and about 35 percent of the value of domestic lead smelted and 
refined. 

The metal trade seems to have concluded that the immediate cause 
of the decline in price following the suspension of barter was the 
suspension. 

The Wall Street Journal of June 5 summarized the situation in these 
terms: 


Demand for zine in the United States has been sharply reduced for the past 
several months by the three major users: The steel galvanizing industry, which 
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uses the metal as a protective coating on steel products; die casters who supply 
the automobile industry ; and the brass mill which manufacturer brass and other 
copper-zine alloys. 

The break in zinc’s price, industry men say, stems from the lack of any imme- 
diate prospects of important Government help, either from the new revised 
barter deal program of the Agriculture Department, or as from Administration’s 
new long-range mineral-aid program. 

Barter, which involves the exchange of United States Government-owned 
surplus agricultural products for foreign zinc and lead, had been the major price 
prop for both metals since the latter half of 1956 and up to April 30, 1957, when 
such transactions were suspended. Last week, the Agriculture Department 
resumed barter deals, but industry men say they are so wrapped with restrictive 
conditions, it is almost impossible to arrange transactions. The acquisition of 
foreign zinc and lead had resulted in removing substantial surpluses of the metals 
from world market previously. 


If barter is to be resumed on any substantial scale for metals and 
minerals over the long run, the Department feels that first priorit 
should be given to procurement to meet mobilization objectives. Such 
procurement should be carried out in conformity with basic metals 
and minerals mobilization programs and would be designed to meet 
the strategic stockpile objectives, to assist in maintaining productive 
capacity in areas accessible under mobilization conditions, and to 
encourage construction of new facilities in accessible areas necessary 
to supply this country’s needs in a defense emergency. This first 
priority eins would flow from clearly established mobilization 
needs, which if not met in concert with the surplus agricultural dis- 
posal program, would have to be met by other means. 

The second priority of procurement, in the view of the Department, 
is for a reasonable supplemental stockpile which, while not considered 
necessary to meet existing mobilization plans, would provide an addi- 
tional measure of security and defense insurance above and beyond 
the strategic stockpile. Both in peacetime and in war, the Nation’s 
requirements for metals and minerals do not remain static, and in 
war, when production and supply flexibility is limited, they may 
change in ways which we cannot now foresee and plan for. 

Finally, a priority could properly be assigned to acquisitions for 
the supplemental stockpile, over and above those previously men- 
tioned, to minimize the costs of loss and storage of agricultural com- 
modities by acquiring strategic materials which are easily and cheaply 
stored and which are not likely to be rendered obsolete by improved 
technology. 

But there are certain points which should be watched for in the 
commodity-by-commodity programing of acquisitions of metals and 
minerals under the surplus agricultural disposal program. Par- 
ticular attention must be given, insofar as practical, to avoiding the 
creation or intensification of shortages of materials, to minimizing 
increases in market price—except in glut or distress conditions—to 
avoiding stimulation of expansion in foreign productive capacity not 
needed for mobilization, to avoiding impairment of foreign productive 
capacity needed for mobilization, and finally, but by no means of 
least importance, to avoiding injury to or discrimination against 
domestic producers either directly or indirectly, in the short run or in 
the long run. 

The Department of the Interior believes that within these ob- 
jectives and safeguards the surplus agricultural disposal program 
can promote the national security and the welfare of the domestic 








POLICIES AND OPERATIONS 579 


producers and processors and the domestic consumers of strategic 
metals and minerals. 


In addition to its concern with minerals, the Department of the 


Interior has another interest in this legislation. Inasmuch as it is 
a stated policy of the Congress in Public Law 480, among other pur- 

oses, to expand international trade among the United States and 
ies nations, and to facilitate the ccnvreetiin tity of currency, there is 
trade in certain fishery products that could contribute to this pur- 

ose. Although interest in these programs has been demonstrated 

y the fishing industry, there has been no application of the present 
act to fishery products since the provisions of the legislation are con- 
fined to disposal of surplus agricultural commodities. 

Various segments of the United States fishing industry have shown 
strong interest in having the same access as other food producers to 

rograms under Public Law 480. The principal reason given is that 
oreign exchange regulations have closed former markets and pre- 
vented the development of new markets abroad. 

Senator Humrnrey. The point has been made, sir, that with the 
revised orders or regulations on barter that it has worked an un- 
due hardship upon some of the American processing, mineral process- 
ing firms such as in lead and zinc. What observations do you have to 
make on that. 

Mr. SuHannon. Personally, sir, I think it has reduced the activity of 
certain smelters and refiners, particularly in lead and zinc, due to the 
fact that ores and concentrates are ordinarily imported ; and ordinarily 
becoming a part of the production would be ruled out by this de- 
cision. 

Senator Humpnrey. Was the Department of the Interior consulted 
on this decision relating to the revised regulations—— 

Mr. SuHannon. Not to my knowledge. 

Senator Humpurey. As to barter? 

Mr. SHannon. Not, certainly, at my level. 

Senator Humpnrey. What is the inventory or supply situation re- 
lating to zinc and lead? 

Mr. SHannon. It is very good. 

Senator Humpurey. You have an adequate supply of zine and an 
adequate supply of lead ? 

Mr. Suannon. I think possibly not in the case of the long-term 
objective, the minimum objective having been taken care of. 

Senator Humpnrey. Is there any other particular mineral that the 
Department of the Interior encourages to be acquired under the ex- 
change of agricultural commodities? 

Mr. SHannon. Other than lead and zinc? 

Senator Humpnrey. Yes. 

Mr. Suannon. Oh, certainly. 

canator Humpnrey. I mean any one that you place any emphasis 
upon ? 

Mr. SHannon. I would say “Yes,” where we are called upon for 
advice which is largely technical advice, advice on specifications by 
ODM, we naturally take into consideration anything that is short in 
the strategic stockpile, and emphasis is placed on it. 

_ Senator Humpurry. In your statement you make reference to the 
importance of this barter program to the metal industries, something 
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to the effect that in many respects barter transactions can be regarded 
as a major United States governmental activity in the field of minerals 
in 1956 ¢ 

Mr. SuHannon. I think that is shown by the dollar volume, sir. 

Senator Humpnuery. It is clear, therefore, your statement says: 

* * * that this program can be of great assistance to these industries. There 
is authority under the various pieces of legislation to enable the surplus disposal 
program to assist in strengthening these industries, and in insuring an adequate 
supply of metals and minerals to American industry in peace and war. 

Do you look upon this Public Law 480 and the other laws relating 
to barter as having as one of their purposes the strengthening, as you 
say here, of these industries, referring to these mineral industries ? 

Mr. SuHannon. I don’t know whether it was contemplated in the 
law, sir, that that would be the effect, but that has been it. 

Senator Humpmrey. Do you think there will be any particularly 
disastrous or detrimental effect to these mineral industries with the 
revised regulations on barter ? 

Mr. SuHannon. I think that it would be unfortunate if they should 
slow down the business in these metals until at least the program that 
is now before Congress on a long-term minerals program presented by 
the administration is passed. 

Senator Humpurey. Yes; I was going to ask you about that. 

There has been a good deal of discussion here, and you would know 
much better than I do, on this overall minerals policy. 

The Committee on Interior have been studying this for some time? 

Mr. Smannon. That is correct. 

Senator Humpnrey. I have only been casually interested in the 
cause, I am not on that committee. I have had a sincere interest but 
not a very informed interest. Your feeling is that the barter pro- 
gram at least serves a function during this interim period ¢ 

Mr. SuHannon. It is. 

Senator Humenurey. Of sustaining, of maintaining a certain min- 
eral policy until you really get around to designing one by act of 
Congress ¢ 

Mr. Suannon. I think that it has been very helpful, and certainly 
would continue to be helpful until a long-range program is adopted by 
Congress. 

Senator Humpurey. Your statement points out that these acquisi- 
tions tend to smooth out excessive price and production downswings. 
I would imagine also upswings. 

Mr. SuHannon. Well, yes; upswings, but downswings, too. 

We know the reluctance of consumers to buy when they see a falling 
market ; they want to take advantage of the lowest price. 

Senator Humpurey. It gives some stability to your market quota- 
tions ? 

Mr. SHannon. That is correct. 

Senator Humpurey. And your prices. Also you indicate here that 
the processing plants are maintained on a going basis. 

This is one of our problems, isn’t it? When you shut down the 
acquisition of ores you run into the problem of having your existing 
plant just literally fall apart ? 

Mr. Suannon. In some instances that might be true. In most 
instances both foreign and domestic concentrates are smelted in the 
same smelter. 
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Senator Humpnurey. Yes. 5 

Mr. Suannon. If the smelter loses the foreign concentrates, and is 
dependent entirely on domestic concentrates, it is quite possible he 
would not have a full supply for his smelter, and that would tend to 
increase his cost. 

Senator Humpenrey. At times this has actually closed down plants. 

Mr. Suannon. It wouldn’t necessarily close down the plant because 
the domestic market would still be open to him. 

Senator Humpenrey. Provided that you had enough domestic ore 
to make it profitable; isn’t that right? 

Mr. Suannon. I thought you were speaking in terms of a smelter 
that was dependent wholly on foreign ores when you were asking the 
question. 

Senator Humrpurey. Yes; I was. 

Mr. Suannon. Even if a smelter were dependent wholly on for- 
eign ores, he would still have the domestic market in which to sell his 
material. 

Senator Humpnrey. Yes; I understand. 

Mr. SuHannon. But he would not be eligible under these criteria 
to barter, nor would he be eligible to sell to the strategic stockpile, 
that space being limited to material produced from domestic ores. 

Senator Humpurey. I am very interested in your commment on 
page 5 of your statement to the effect where you say : 


Without implying any judgment as to the relative values of the various meth- 
ods of disposing of surplus agricultural commodities— 


and then skipping a few lines— 


The Department of Interior feels there is a distinct advantage to procuring non- 
deteriorating metals and minerals at negligible storage costs instead of keeping 
stocks of deteriorating agricultural commodities at high storage costs. 

That has been repeated here many, many times by Members of 
Congress, stating exactly that general thought. 

The Department, however, looks upon the acquisition of these ma- 
terials as one that deprives the Department of the loaning ability of 
the Commodity Credit Corporation for additional agricultural 
assistance. 

It appears that there is, I won’t say a conflict of interest here, but 
surely not the full understanding that would be helpful. 

Mr. Suannon. I think there is no conflict, Mr. Chairman, but I think 
you will agree that it is logical and natural that the Department of 
the Interior would certainly attempt to look to the welfare of the 
miners in the minerals industry as the Department of Agriculture 
would to farmers and the farming industry. 

Senator Humpurey. I have never been able to find that they were 
antagonistic in any way. The farmers buy an awful lot of farm 
machinery, and if there is an adequate supply in this country of min- 
erals and metals, it has a tendency to benefit farmers. 

Mr. Suannon. I meant so far as the Department of the Interior 
is concerned. 


Senator Humpurey. It is these budgetary problems that we have 
here. 

I have a simpler way of operating mine. I just put it all in one 
account and withdraw it as long as there is any left. Then, if neces- 
sary, when I run out, I borrow some. 


; 
' 
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Well, I feel that your statement is thoroughly responsive to our 
inquiry. 

Mr. Suannon. I believe you will find it is. 

Senator Humrurey. I was just looking through the different points 
that we had asked you to develop and we are very grateful to you. 
I believe that will be all. Let me just take one check here. 

Oh, yes; I wanted to ask you, Does the Department of:the Interior 
ever advise the Department of Agriculture on usable forms of foreign 
ores it should get for stockpiling purposes? 

Mr. Suannon. Not directly. 

Senator Humpnurey. Not directly ? 

Mr. Suannon. No. 

Senator Humpurey. For example, such as ferrochrome in lieu of 
chrome ore, for instance? 

Mr. SHannon. That would go through the mechanism of the Office 
of Defense Mobilization very definitely. 

Senator Humpnurey. In other words, you work directly through 
ODM rather than the Department of Agriculture that is in charge 
of the exchange of commodities. 

Mr. Suannon. That is right. In technical questions, ODM would 
very likely ask us to obtain from the specialists in the Bureau of 
Mines any data they would need in that regard and it would be 
handled through them. 

Senator Humpnurey. Would our domestic miners profit by keeping 
world prices firm through the use of a barter program to reduce 
supply? Perhaps I should ask it this way: Does the barter program 
have a tendency to keep the world market prices firm, and if so, would 
the domestic American miners profit by such a situation ? 

Mr. Suannon. I think you will find detailed answers to that in 
the statement. However, the facts of the situation are that when 
barter was begun for lead and zinc, there was no increase in the price, 
but when barter was stopped, there was a very precipitous falling in 
price, a matter of 2 cents a pound in the case of lead, and a matter 
of 314 cents a pound in zinc in a relatively short period, so it evidently 
was sustaining. 

Senator Humpnrey. That was at the time of the suspension. 

Mr. SHannon. The suspension. 

Senator Humrpnrey. And the new revised criteria? 

Mr. SHannon. Yes. I have a table of the dates of the changes. 

Senator Humrnrry. Is that in your statement ? 

Mr. Suannon. No; it is not. 

Senator Humpnrey. I would like to have it. This is the chronology 
of the Commodity Credit barter action and price changes in lead and 
zinc. 

Mr. SHannon. That is right. 

Senator Humpurey. This will be very helpful to us at this par- 
ticular point and it answers the question that I have had in mind that 
I was about to ask you. 
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(The information referred to is as follows :) 


Chronology of barter action and price changes in lead and zine 
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1 Since January 1956. 


Senator Humpurey. There were several firms engaged in producing 
several alloys from foreign ores under Public Law 480 agreements. I 
think you are aware of that. The 480 agreements for barter had been 
made and there were some firms engaged in producing ferroalloys from 
these foreign ores as a result of barter. 

Have you had any reaction from such firms since the restriction or 
the revised criteria for barter was imposed on barter agreements ? 

Mr. SuHannon. I can’t say. When you say “reaction,” I suppose 
you mean complaints. 

Senator Humpnrey. Yes. 

Mr. SuHannon. I doubt that we have had any direct to the Depart- 
ment of the Interior, Mr. Chairman, but I would have no doubt that 
they would have rendered complaints to the Office of Defense Mobili- 
zation. 

Senator Humrnrey. I believe that is all,sir. Iam very grateful to 
you for your testimony, and particularly for your patience this morn- 
ing in waiting with us. 

The statement of Mr. Bart van Berg, vice president of the Rough 
Diamond Co., of New York City; letter from Leon Tempelsman & 
Son, and letter to Mr. Charles Crofton from Quain, Nugent & Co., 
grain brokers, New York City, will be included in the record at this 
point. 

(The documents referred to are as follows :) 


STATEMENT FILED BY BArtT VAN Bere, VICE PRESIDENT, RouGH Dramonp Co., INc., 
New York, N. Y. 


On June 21, when I appeared before this committee, I gave my company’s 
wholehearted endorsement of the overall diamond program. I appreciate the 
opportunity to appear again today and will report to the committee the unusual 
circumstances concerning the unbusinesslike withdrawal of industrial diamonds 
from the barter program by the Office of Defense Mobilization. I will also 


report to you the chaotic effect of the mishandling of the program upon our 
industry. 
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This committee has made it abundantly clear that it wishes to receive the 
unvarnished facts. Therefore, we do not intend to mince words, but will begin 
with the flat charge here today that the Office of Defense Mobilization— 

(1) encouraged the industrial diamond industry to overpurchase in antici- 
pation of additional diamond barters when it released to the press on July 9, 
1956, press release No. 520, announcing a directive involving additional 
diamond barters in the fiscal year 1957 ; 

(2) pulled the rug from under the industrial diamond industry in the 
third quarter of this fiscal year when, on January 17, 1957, it withdrew 
diamonds from the directive without warning to the industry and despite 
the fact that no barter procurement program had taken place thereunder, 
and; 

(3) is directly responsible for creating the hardship and resultant financial 
burden to which the industry is now subjected through being forced to carry 
in inventory the excess accumulation of industrial diamonds. 

At this point we feel it in order to inject the thought that industrial diamonds 
fit precisely into the category of those materials, the acquisition of which was 
specifically direced by Congress in Public Law 480. They are a highly strategic 
material; they are 100 percent imported; they do not deteriorate; they can be 
inexpensively stored in a very small space at approximately one two-thousandths 
of the cost of storing wheat; they are an exceedingly valuable asset which 
CCC should acquire to stop surplus losses due to deterioration and spoilage and 
to eliminate high storage costs. 

We know that this committee will not take lightly the seriousness of our charge 
against the Office of Defense Mobilization. It is vital that United States im- 
porters maintain their purchases in order to retain their favored-customer posi- 
tion and the withdrawal of the diamond barter program has critically endan- 
gered the flow of new material from our supply sources. The truth of the matter 
is that in January and February of 1957, United States imports of industrial 
diamonds dropped about 40 percent. At the same time, producer sources report 
an increase in sales. Are we so naive that we fail to recognize the possibility 
that large sales to Antwerp and Switzerland can easily, and probably do, find 
their way behind the Iron Curtain? 

We feel that the following, quoted from the testimony of Mr. Bernard Jolis, 
vice president, United States Industrial Diamond Corp., before this committee 
on June 21, adequately expresses how foolhardy it is to endanger our industry. 
He said : 

“Without industrial diamonds the entire economic capacity and defense pro- 
gram of this country would virtually come to a halt. Industrial diamonds are 
the key to the vast treasure house of the world’s untapped resources. They are 
needed for the drilling of oil wells; for the discovery of uranium deposits; they 
are needed in the production of any motor or precision instrument that is re- 
quired not only in our everyday life but in the production of jet aircraft, and 
all types of guided missiles, ships, tanks, radar, and other electronic equipment 
upon which we so vitally depend for our defense.” 

In order that this committee may have the proper perspective of the situation, 
we will review here the circumstances leading up to the ODM directive of July 9, 
1956, covering the barter program for the fiscal year beginning July 1, 1956, 
and ending June 30, 1957. This can best be done by quoting the testimony of 
Dr. Arthur §S. Flemming, as given on July 11, 1956, before the Select Committee 
on Small Business of the House of Representatives, 84th Congress, 2d session, 
relative to Public Law 480. He stated: 

“On the barter side of the picture up to just a few weeks ago when Congress 
passed a new agricultural act or amendment to the existing act, our role could 
be described in this way. When we have sent our directives to the General 
Services Administration, we have specified the materials that were needed, 
of course, to fulfill either our minimum or long-term stockpile objectives and 
have specified the materials which they could acquire through the Department 
of Agriculture by barter if they decided that was the best way to acquire the 
materials. They, in turn, of course, would then inform the Department of 
Agriculture of what they were in a position to acquire by barter in order to put 
into the stockpile. The Department of Agriculture, of course, looked with favor 
on that kind of procedure because that meant that they acquired dollars for 
the materials.” 
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In discussing the new act Dr. Flemming then testified : 

“* * * and the Congress in passing that act provided that the supplemental 
stockpile was to be over and above the needs of our strategic stockpile. The law 
specified that the President was to indicate the materials which were to be 
purchased or contracted for from time to time to go into the supplemental stock- 
pile, the President delegated that authority to ODM. * * * the amendments to 
the act that were passed by the Congress and approved by the President at the 
present session now specify that the materials that the Department of Agricul- 
ture acquired ; that is, the strategic and critical materials that the Department 
of Agriculture acquires by barter under section 303, shall be placed in the 
supplemental stockpile unless they are acquired for the strategic stockpile or 
for some other purpose. 

“That means then that in view of the fact that these materials are to go into 
the supplemental stockpile, we are, under the President’s Executive order, 
directed to specify from time to time the materials that may be acquired and 
put into the supplemental stockpile. I think it should be kept in mind that 
Congress specifically said that this supplemental stockpile was to be over and 
above the needs of the strategic stockpile.” [Italic supplied.] 

We direct your attention specifically to the fact that Dr. Flemming’s testimony 
clearly established— 

(1) that the supplemental stockpile is over and above the needs of our 
strategic stockpiles ; 

(2) that the low directed the President to designate the materials to 
be purchased for the supplemental stockpile and that this authority was 
delegated to the ODM; and 

(3) that the ODM was directed by the President’s Executive order to 
specify from time to time the materials to be acquired for the supplemental 
stockpile. 

By way of further clarification, your attention is also directed to the language 
of section 303 of Public Law 480, which makes it mandatory that the Secretary 
of Agriculture engage in barters and directs other Government agencies to 
cooperate fully with the Secretary. The language is herewith quoted: 

“Src. 303. Whenever the Secretary has reason to believe that, in addition to 
other authorized methods and means of disposing of agricultural commodities 
owned by the Commodity Credit Corporation, there may be opportunity to protect 
the funds and assets of the CCC by barter or exchange of such agricultural 
commodities for (a) strategic materials entailing less risk of loss through 
deterioration or substantially less storage charges, or (b) materials, goods, or 
equipment required in connection with foreign economic and military aid and 
assistance programs, or (c) materials or equipment required in substantial 
quantities for offshore construction programs, he is hereby directed to use every 
practicable means, in cooperation with other Government agencies, to arrange 
and make, through private trade channels, such barters or exchanges or to 
utilize the authority conferred on him by section 4 (h) of the Commodity 
Credit Corporation Charter Act, as amended, to make such barters or exchanges. 
Agencies of the United States Government procuring such materials, goods, or 
equipment are hereby directed to cooperate with the Secretary in the disposal 
of surplus agricultural commodities by means of barter or exchange. Strategic 
materials so acquired by the CCC shall be considered as assets of the Corporation 
and other agencies of the Government in purchasing strategic materials, shall 
purchase such materials from CCC inventories to the extent available in fulfill- 
ment of their requirements. The Secretary is also directed to assist, through such 
means as are available to him, farmers’ cooperatives in effecting exchange of 
agricultural commodities in their possession for strategic materials.” 

With the previously set forth facts clearly before the ODM on July 9, 1956, 
released to the press, information announcing the issuance of a directive, as 
required by law, covering their plans for the new fiscal year which ends June 30, 
1957. (I should like to offer a copy of this release in evidence and request that 
it be quoted in the record at this point in my testimony.) 

We point out that the directive referred to in the press release is a classified 
document. It was not until May 1, 1957, that our industry learned officially, 
following an inquiry to Mr. Gordon Gray, Director of ODM, that the order 
required the tie-in procurement of industrial stones with crushing bort. We 
do not understand the purposes behind this tie-in ruling. Why was it secret 
when complete details had been published with regard to all materials acquired 
for the supplemental stockpile. For example: The dollar value, as well as the 
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number of carats of diamonds purchased in the previous fiscal year, was released 
publicly. The secrecy in this instance was not necessary; the press release did 
not specify a tie-in and was misleading; and the tie-in itself was incompatible 
with the world market conditions because industrial diamonds were in free 
supply whereas bort was in short supply. Furthermore, the President and Con- 
gress both specified that the supplemental stockpile would be over and above the 
critical stockpile. Therefore, to tie in bort required for the critical stockpile 
with industrial stones for the supplemental stockpile nullified the procurement 
possibilities for industrial stones in that— 
(1) ODM knew that the industrial diamond dealers imported only about 
15 percent of the total imports of bort; 
(2) bort was in short supply and could not be purchased without dis- 
ruptling the market, and 
(3) industrial stones as tied to bort on a procurement order could not 
bring forth additional quantities of bort because 85 percent of the total 
supply was in the hands of direct end users who have never participated in 
the barter program. 

We charge specifically that ODM knew the market conditions when it issued 
the directive and that the subsequent withdrawal discriminated against indus- 
trial diamonds compared with all other materials on the supplemental list. We 
request this committee to inquire of ODM why there was such discrimination. 

Here, again, we should like to direct this committee’s attention to the fact that 
ODM, GSA, CCC, and other interested governmental agencies knew positively 
that importers could not qualify as bidders under the barter program unless 
they were prepared to offer material which was— 

(1) in excess of their normal customer requirements, 
(2) on hand in their inventories within the United States, and 
(3) that no bort could be offered. 

This policy is unquestionably spelled out in the telegraphic requests for offers 
sent out by CCC covering the procurements in 1954, 1955, and 1956. Industry 
members who inquired either of GSA or CCC were always advised that further 
barters would be on the same basis. For complete clarity on this point we quote 
an actual telegram from CCO which we received on January 16, 1956, in this 
regard. This telegram is similar to the two previous ones sent out by CCC in 
1954 and 1956. 

(1) CCC in position consider offers limited quantity industrial diamonds in 
exchange for CCC-owned wheat, cheese, butter, oats, barley, rye, rice, and cotton 
available for export at market price as determined by CCC, or on bid basis. 

(2) Offers of bort will not be accepted. 

“(3) It is desire of CCC to undertake this procurement with least possible 
effect on industrial diamond market, and without depriving industrial users of 
their normal supplies this material. 

“(4) If your firm is in position to insure compliance with this policy and 
operate on a barter basis, you may submit to CCC an offer of industrial diamonds 
together with the following information: 

“(a) Total value physical inventory on hand in the United States and under 
your control as of 9 a. m., e. s. t., January 17, 1956, of industrial diamonds 
meeting requirements of national stockpile specification P-19 dated April 1, 
1959, and available for immediate delivery ; 

“(b) Approximate caratage and average value per carat in each class, and total 
estimated value each class; 

“(c) Number of carats and estimated total value of industrial diamonds in 
each class which you consider in excess of the historic requirements of your nor- 
mal customers and available for delivery under barter. 

“(5) If your offer considered by CCC as basis for negotiation of barter con- 
tract, entire quantity offered must be available in a single container or package 
for immediate sealing by CCC or its designee, and must be held by you pending 
execution mutually agreeable contract by CCC Executive Vice President and 
subsequent inspection and evaluation by Government appraiser. 

“(6) Offers, if any, must be filed with the telegraph office or postmarked not 
later than 4 p. m., e. s. t., January 18, 1956. Offers filed or postmarked after 
this deadline will not be considered. 

“(7) CCC reserves the right to reject any and all offers or any part of any 
individual offers. 

“(8) Due to the nature of the proposed transactions, involving the exportation 
of agricultural commodities, offers for less than $200,000 worth of industrial 
diamonds cannot be considered. 
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“(9) Prior to telegraphic acceptance by CCC, offers may be withdrawn in 
writing. 

“(10) Prior to execution of formal contract, CCC assumes no obligations what- 
soever in regard to material offered and sealed. 

(11) Please note that: 


“(a) The exchange value of industrial diamonds offered will be determined by 


a Government appraiser whose decision shall be final ; 


“(b) Pursuant to section 304 of Public Law 480, agricultural commodities 
delivered under a barter contract may not be shipped or transshipped to Com- 
munist bloc countries ; 

“(c) Funds made available by the United States Government for purchase of 
United States agricultural commodities may not be used as payment in export sale 
of agricultural commodities delivered under barter contract ; 

“(d) CCC requires irrevocable letter of credit performance guaranty to 
assure delivery of any diamonds which may be contracted for ; 

“(e) Barter contractor is responsible for selling and exporting agricultural 
commodities involved ; 

“(f) Contract, if any, will be based on CCC’s customary provisions, will con- 
tain detailed provisions concerning points (@) to (e) above, and will set forth 
any guaranties required of contractor to insure compliance. 


“WALTER C. BERGER, 
“Acting Executive Vice President, 
“Commodity Credit Corporation.” 

It was in this climate, therefore, that the industry found itself when the 
Office of Defense Mobilization issued its directive on July 9, 1956. Clearly, if we 
desired to barter under the directive, we must overpurchase in order to qualify as 
bidders. 

The industrial diamond suppliers have cooperated with the Government stock- 
pile efforts. They have expanded to meet stockpile demands without financial 
assistance of any kind. Neither financial grants nor expansion loans, nor fast 
tax writeoffs have been sought or received. The industry is, necessarily, sub- 
jected to the serjous burden upon its credit and financial standing when it is 
required to accumulate heavy excess inventories. As prudent businessmen, I 
can assure you that we made very effort to check all possibilities with all in- 
terested governmental agencies and were never discouraged with regard to 
overpurchasing. For example, we were fully aware of Dr. Flemming’s response 
to questioning by Congressmen Riehlman and Multer before the House Small 
Business Committee on July 11, 1956. This testimony makes it abundantly 
clear that Dr. Flemming issued a directive to the GSA ordering the procurement 
of industrial diamonds during the fiscal year ending June 30, 1957. The testi- 
mony is herewith quoted: 

“Dr. FLEMMING. For example, this release to which you referred I released 
just the other day. The General Services Administration has this directive now, 
and I feel sure they in turn are getting the communication ready to transmit to 
the Department of Agriculture. 

“Mr. RIEHLMAN. I don’t think I have any general question but to clarify the 
ODM’'s position in this matter; apparently you come to the decision as to the 
quantity you want to procure. 

“Dr. FLemMMine. That is correct. 

“Mr. RIEHLMAN, For stockpiling, and you pass that on to GSA? 

“Dr. FLEMMING. That is right. 

“Mr. RIEHLMAN. Now, are there any particular restrictions or guidelines given 
to GSA in respect to this procurement procedure? Or is it left entirely to GSA? 

“Dr. FLEMMING. Normally the only type of restriction that we would impose 
on GSA would be the restrictions that are reflected in the specifications, that is, 
we specify the quality of material that is desired in a particular instance, and 
then, of course, we de indicate, we do specify that in acquiring the materials, 
they are to give preference to domestic sources of supply, that is, domestic pro- 
ducers, before they acquire materials from outside this country. That type of 
general restriction we do place upon the General Services Administration, but 
those are more or less policy restrictions rather than detailed restrictions in 
terms of how they go back to acquiring the material. 

“Mr. Mutrer. Doctor, in the first part of your directive you refer to the fact 
that the following materials may be acquired to meet minimum or long-term 


stockpile objectives. Apparently there is no directive that they shall be ac- 
quired. 
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Dr. FLEMMING. Well, it is an order placed with the General Services Admin- 
istration to go out and acquire the materials that are listed there in certain 
quantities. Of course, we don’t specify the quantities in the release, because that 
is classified material, and they regard it as a directive. In other.words, they 
regard it as an order from us to go out and acquire those materials if they can 
acquire them in those quantities. 

“Mr. Mutter. In what I call the third part, because the second part refers to 
a transfer of items already purchased, in the third part there is a further au- 
thorization to purchase, by barter or exchange for the strategic and supple- 
mental stockpiles, various items. Is that also in the nature of a directive rather 
than merely permission for to buy? 

“Dr. FremMMine. Yes; for example, the actual procurement directive I have 
in front of me here, and it says the General Services Administration is hereby 
authorized and directed to purchase, and so on, so it is both an authorization and 
a direction.” 

Summarizing my testimony thus far, I believe it fair to state that we have 
adequately proved our statement that the Office of Defense Mobilization en- 
couraged the industrial diamond industry to overpurchase in anticipation of 
additional diamond barters this fiscal year. 

We turn now to the withdrawal of the directive and to proof of our statement 
that the Office of Defense Mobilization “pulled the rug” from under the industrial 
diamond industry when, in the third quarter of this fiscal year, it withdrew 
diamonds from the directive despite the fact that no barter procurement pro- 
gram had taken place thereunder. In this connection, we cite you the testimony 
by other Government officials before the Select Committee on Small Business, 
heretofore mentioned, which verifies that the decision to acquire additional in- 
dustrial diamonds wus reached at an interagency meeting and the directive, of 
course, covered the stockpile needs for the fiscal year ending June 30, 1957. This 
testimony shows that under the interagency arrangement between ODM, GSA 
and the Department of Agriculture, the timing alone was left entirely to GSA 
and Agriculture to determine when the acquisition of industrial diamonds could 
be made with the least possible effect upon the diamond market. We should like 
to make it clear to you that the decision to acquire industrial diamonds, and the 
directive subsequently issued involved actions by the agencies of the Government 
which were taken without consultation with the industrial diamond industry. 

Our industry relied on the announced directive ; the testimony relative thereto; 
and the guidance received in discussions with various interested Government 
officials, and in good faith, systematically accumulated excess inventories of 
industrial diamonds to meet the announced program requirements. 

On January 17, 1957, in the third quarter of the fiscal year, the industry learned 
through rumors, verified the same day by officials of CCC and later confirmed 
by ODM, that the directive had been withdrawn. This withdrawal, in effect, 
eanceled the diamond barter program and “pulled the rug” from under our 
industry, which has cooperated fully with the United States Government. It 
placed a financial burden upon the industry, one which would not otherwise have 
occurred had not the Office of Defense Mobilization publicly announced the new 
barter program. 

Representatives of this industry have conferred at length with various Gov- 
ernment officials and are conclusively convinced that there is a difference of 
opinion between the interested agencies of the Government, namely, GSA and 
CCC, on the one hand, and the ODM, on the other, in certain major aspects. 
First, ODM advised representatives of our industry that the directive required 
the tie-in procurement of diamond bort with industrial stones and that the pur- 
pose of including industrial stones in the directive was to encourage offers of 
diamond bort which is in short supply. In other words, they claim that the 
directive required that the bort be delivered in a tie-in package with industrial 
diamonds. 

Second, ODM contends that the decision to withdraw the diamond barter pro- 
gram was reached in an interagency meeting attended by representatives of GSA 
and CCC and that certain CCC press releases dated March 7, 1956, May 4, 1956 
(both prior to the release of the directive), September 17, 1956, and October 31, 
1956, respectively, notified the industry that there were no further plans to acquire 
industrial diamonds and crushing bort. (At this point I should like to have 
these press releases incorporated in this statement. ) 

Also, I would like to suggest that the committee, in confidence, review the 
minutes of the interagency meeting wherein this decision was reached. 
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In answer to No. 1, we do not believe that officials of the Office of Defense 
Mobilization are quite as factual in this contention “as the times will allow.” 
We realize that the directive, announced on July 9, 1956, is a classified docu- 
ment and that the press release did not specify a tie-in. Furthermore, tne 
President’s directive gives superiority to ODM in the matter of determining 
materials to be acquired for the supplemental stockpile. The ODM made the 
decision as to the material that would be procured. Therefore, GSA and the 
Department of Agriculture, once ODM has fulfilled this function, were the only 
agencies involved in determining the most appropriate time to enter the market 
to carry forward the objectives of the order, with the least possible effect upen 
the diamond market. 

These agencies could not perform their functions under the directive because 
even though they determined that industrial diamonds could be procured with- 
out affecting the market adversely, with bort in short supply they were pro- 
hibited from taking advantage of the situation because of the tie-in provision. 

Second, our industry was informed in January 1957, and on several occasions 
thereafter, that the withdrawal came as a surprise to both GSA and CCC. 
These are the agencies of the Government responsible for carrying out the 
directive. We feel that a simple question directed to Mr. George Casto of 
GSA and similarly to Mr. Thomas R. Rawlings, Chief, Barter and Stockpile 
Division, CCC, will clarify this point. We also believe that further questioning 
will determine that the press releases involved referred to plans for the calendar 
year not the fiscal year, and that they did not, nor were they intended to, state 
that there would be no further diamond barters at all. 

Because of the lack of unanimity here involved, and because the representa- 
tives of this industry were not told by GSA, CCC, or ODM that there would be 
no further barters of industrial diamonds until long after the excess inven- 
tories were accumulated, the Office of Defense Mobilization is obligated to carry 
forward its publicly announced program. In good conscience it should under- 
take the new barter this fiscal year to relieve the hardship its actions have 
created upon this industry. 

We feel that as we established the validity of our first two charges against 
ODM, we have also proved that ODM’s action is directly responsible for cre- 
ating the hardship and resulting financial burden to which the industry is now 
subjected by being forced to carry excessive inventories of industrial diamonds. 
Therefore, we will not further elaborate on this point. 

Before closing we should like to bring to this committee’s attention the 
apparent discrepancy with regard to information made available by two sep- 
arate divisions of the Commodity Stabilization Service regarding a comparison 
of dollar sales with barters. Our purpose in so doing is to focus the commit- 
tee’s attention upon one of the reasons given by the Department of Agriculture 
for effectively killing the barter program, namely, that barters were interfering 
with dollar sales. Note that on February 18, 1957, in the statistics officially 
prepared by the Fiscal Division, CSS, we see a phenomenal rise in dollar sales 
each year during which the barter program was expanding. We understand 
that these are the only official figures available to the officials of CCC at the 
time the decision to suspend the barter program was taken. Thereafter, on 
June 25, 1957, following the suspension of the barter program, the general sales 
manager released figures that have been altered in the 1956 column to show 
lower dollar sales and higher barter activity. We suggest that inquiry be made 
of Mr. Rawlings with regard to the actual barter activity and to Mr. Walter C. 
Berger to determine whether or not two separate sets of records are being kept 
or just wherein the discrepancy lies. We also note a concerted effort to curtail 
the list of friendly countries to which agricultural commodities acquired 
through barter can be shipped. We believe that Congress fully understood that 
agricultural commodities could be shipped to friendly countries not identical 
with those from which the strategic materials came. The message from the 
President of the United States, transmitting the fifth semiannual report on 
activities carried on under Public Law 480, 83d Congress, January 14, 1957, 
States on page 13: “Barter contracts provide for delivery of specified materials 
with payment to be received in CCC-owned agricultural commodities which 
must be exported by the contractor. The origin of the materials and the desti- 
nation of agricultural commodities are limited to friendly countries but are not 
required to be identical. 

“As a supporting export program, barter is designed to permit purchase by 
United States firms of materials abroad for Government use conditional upon 
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the firm’s ability to export an equivalent value of agricultural commodities. 
from CCC inventories in payment.” 

In the new barter terms and conditions, CCC requires interest of 4% percent 
per annum on commodities removed 3 years in advance of delivery of strategic 
materials. They advise that the reason for this provision is to prevent the 
barter contractor from obtaining a windfall profit through the use of monies 
accruing from the sale of agricultural commodities in the market. The interest 
rate eliminates any incentive the barter contractor had to speed up the removal 
of the commodities. We believe that the new terms are directly contrary to 
the terms reported by the President in his message to Congress, January 1957. 

He said: “Barter contractors are encouraged to take agricultural commod- 
ities in advance of material deliveries to effect storage savings and the excess 
in agricultural commodity exports is covered by cash deposits or irrevocable 
letter of credit in favor of CCC.” 

In our previous appearance we pointed out that CCC storage costs on wheat 
are approximately 10 percent per annum. If they receive a full cash deposit 
or irrevocable letter of credit in addition, their assets are fully protected. They 
are not entitled to an additional 4% percent punitive interest when the speedy 
removal of the commodities will effect a very substantial savings to the tax- 
payer. The only windfall in the entire proposition is that accruing to the 
benefit of CCC where they encourage a fast withdrawal and effect a savings 
in storage costs. 

We appreciate this opportunity you have given us to be heard. I will be 
pleased to answer any questions the committee cares to ask concerning my testi- 
mony of today. 

Thank you. 


NEw York, N. Y., July 8, 1957. 
Hon. Husert H. HoMpPHREY, 


United States Senate, Washington, D.C. 


DEAR SENATOR HUMPHREY: AS a company that has participated in the barter 
program over many years, we have been following with great interest your 
hearings on this method of disposal of surplus agricultural commodities. 

We have carefully studied the new regulation covering barter issued by the 
Department of Agrciulture on May 28, 1957. In our judgment, we find them 
so restrictive that our company will most probably be unable to make any 
further offers to the Department of Agriculture for barter if these regulations 
remain in force. 

We would like to point out that we concluded several barter contracts under 
the authority provided by Public Law 85, 81st Congress. 

In our judgment, the conditions now imposed on prospective barter contractors 
are much more restrictive than the requirements for barter operations under 
the old barter program that had come to a halt prior to the passage of Public 
Law 480, intended to encourage the expansion of barter. 

Very truly yours, 
LEON TEMPELSMAN & Son, 
MAURICE TEMPELSMAN. 
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JULY 10, 1957. 
CrorTron GRAIN Co., 


New York, N. Y. 
(Attention of Mr. Charles B. Crofton.) 


Dear Sie: With reference to your inquiry regarding prices of free trade 
gulf wheat as compared to Government gulf wheat prices from January through 
June 1957, we list the following: 
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The prices of free wheat quoted above are prices at which actual sales of 
No. 2 Hard Winter wheat and No. 1 Hard Winter wheat were made by this 
office. 

Very truly yours, 
QUAIN, NUGENT & Co., 
WILLIAM A. QUAIN. 

Senator Humpnurey. That will conclude the hearing for today. 

The next hearing will be on Thursday, same time, same room. 

(Whereupon, at 1:05 p. m., the committee adjourned to meet at 
10 a. m., Thursday, July 18, 1957.) 
















POLICIES AND OPERATIONS UNDER PUBLIC LAW 480 
(83D CONG.) 


THURSDAY, JULY 18, 1957 


Untrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND ForeEsTRY, 
Washington, D.C. 

The committee met, pursuant to recall, at 10:10 a. m., in room 324, 
Senate Office Building, Senator Hubert H. Humphrey presiding. 

Present: Senators Humphrey and Talmadge. 

Senator Humpnrey. On Tuesday we heard the testimony of rep- 
resentatives of the Department of Agriculture, Office of Defense Mobi- 
lization, and the Department of the Interior. One of the topics of 
discussion was the barter aspect of the program, Public Law 480. 

At the conclusion of that hearing I suggested to industry representa- 
tives that if any of them had any rebuttal they wanted to make re- 
lating to the comments of the Government witnesses, that that rebuttal 
would be made a part of the record. 

I also suggested that if time permitted we would have the private 
individuals who were representing industrial concerns or private 
groups testify orally so as to more fully and adequately state their 
case. 

I have here in my hand a letter dated July 17, signed by J. M. Cham- 
bers, representing the M. Golodetz & Co., from New York City. 

Mr. Chambers’ letter takes to task the testimony of Mr. Berger, of 
the Commodity Stabilization Service, in the Commodity Credit 
Corporation. 

I am going to place in the record at this point, since it will be in 
continuity with the testimony of Tuesday, Mr. Chambers’ letter. 

I only note publicly here that Mr. Chambers respectfully disagrees 
with Mr. Berger’s comments, and I quote: 


It is noted that Mr. Berger, in his prepared statement, stated that it is impos- 
sible to document the fact that barter sales were displacing cash sales, and this 
was discussed at some length in his statement. 

His conclusions, given in response to your questions, that there would be no 
decrease in the overall American exports simply are not supported by statistics or 
facts at any point. Furthermore, as you know, they are subject to severe ques- 
oa and refutation by the grain companies, who, after all, are the experts in 
this field. 

It is also noted that in your questioning of Mr. Berger you were endeavoring 
to find what weight Agriculture gave to the range of the law which established 
barter as something “in addition to” other disposal methods. I respectfully call 
your attention to House Report 1776, 2d session, 83d Congress, page 10, which 
accompanied Public Law 480, in which they specifically state that barter is 
established as a priority disposal method. 

In Mr. Berger’s prepared statement he referred to the fact that they were 
merely following the directions of the General Accounting Office when they took 
away the free use of the commodities. It is noted that he stated the GAO report 
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was in March 1957. I am sure you are aware of the fact that in January 1957 
the Commodity Credit Corporation itself took action to reduce the period of 
time in which contractors would have the free use of the commodities. Prior to 
January 1957 the free use of the commodities was governed only by the length 
of deliveries under the contract. At that time they reduced the free use to 2 
years, which, for all practical purposes, means that a contractor would have the 
full interest available to him for a period of approximately 11 months. In this 
regard, I would refer to you the explanation of this matter given by Mr. Groggins 
in our earlier testimony. I am morally certain that the Comptroller General 
was directing his comments to the practice in being before January 1957 and not 
to that subsequent to that time. 


I read that paragraph because I feel we ought to get from the Gen- 
eral Accounting Office a response to this particular paragraph in 
Mr. Chambers’ letter. 

I call it to your attention, Mr. Logan, and we will see if the General 
Accounting Office will accommodate us. 

(The letter referred to is as follows :) 


JULY 17, 1957. 
Hon. Husert H. HUMPHREY, 
United States Senate, Washington, D.C. 


DEAR SENATOR HUMPHREY: Due to the fact that I am actively participating 
in the current Operation Alert, it is impossible for me to be present this morning 
to personally comment on some of the evidence adduced in your hearings on 
July 16 on Public Law 480. 

It was my understanding that your hearings were conceived and originated 
before the adverse action taken by the Department of Agriculture in their new 
procedures established by the May 28 press release. 

It would appear that Mr. Berger’s testimony has merely attempted to justify 
their action, which he further admits is designed to severely curtail, if not com- 
pletely kill, the barter program. 

It is noted that Mr. Berger, in his prepared statement, stated that it is impos- 
sible to document the fact that barter sales were displacing cash sales, and this 
was discussed at some length in his statement. 

His conclusions, given in response to your questions, that there would be no 
decrease in the overall American exports, simply are not supported by statistics 
or facts at any point. Furthermore, as you know, they are subject to severe 
questioning and refutation by the grain companies, who, after all, are the experts 
in this field. 

It is also noted that in your questioning of Mr. Berger you were endeavoring 
to find what weight Agriculture gave to the range of the law which established 
barter as something “in addition to” other disposal methods. I respectfully call 
your attention to House Report 1776, 2d session, 88d Congress, page 10, which 
accompanied Public Law 480, in which they specifically state that barter is estab- 
lished as a priority disposal method. 

In Mr. Berger’s prepared statement he referred to the fact that they were 
merely following the directions of the General Accounting Office when they took 
away the free use of the commodities. It is noted that he stated the GAO report 
was in March 1957. I am sure you are aware of the fact that in January 1957 
the Commodity Credit Corporation itself took action to reduce the period of time 
in which contractors would have the free use of the commodities. Prior to Janu- 
ary 1957 the free use of the commodities was governed only by the length of 
deliveries under the contract. At that time they reduced the free use to 2 years, 
which, for all practical purposes, means that a contractor would have the full 
interest available to him for a period of approximately 11 months. In this 
regard, I would refer to you the explanation of this matter given by Mr. Grog- 
gins in our earlier testimony. I am morally certain that the Comptroller General 
was directing his comments to the practice in being before January 1957 and not 
to that subsequent to that time. 

At another point you were endeavoring to determine the degree to which other 
departments were using a barter program to procure supplies and services. AS 
submitted in our earlier testimony, and supported by copies of correspondence, 
we raised the question as to why Agriculture itself did not place those procure- 
ments which they make for the ICA program through the barter program. Our 
specific reference was to a sugar transaction for Pakistan. It would seem unrea- 
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sonable to expect other departments to follow the law if Agriculture itself does 
not do so in this particular. 

Referring to the testimony of Mr. Fritz, we believe that his statement, ‘““Whereas 
previously the requirements that we take into account were met predominantly 
by platinum metal, now they are being met to a very large extent by palladium,” 
can be seriously challenged. It is a fact that we are using and will use less 
platinum this year than last year, which is attributable to the fulfillment of the 
petroleum industry of most of its primary requirements of platinum catalyst. 
By far the most substantial user and consumer of platinum is the petroleum 
industry. On the evidence available to us, we are satisfied that there is no 
change in the technology which will result in the substitution of palladium for 
platinum. By that same information, we are advised that the only substantial 
increase in palladium is due to its increased need in the electrical and electronic 
industries, and not as a replacement for platinum in the various other industries 
which use it. It is our feeling that the information of Mr. Fritz that they are 
requiring less platinum because of the substitution of palladium is an erro- 
neous one. 

In summation, it would appear that the attitudes within the Department of 
Agriculture, as reflected by their present restrictions, are based on conclusions 
and predictions and not facts. Historically, we know that this country has 
not been able to dispose of sufficient quantity of its surplus grains for dollars. 
Bearing in mind the fact that the countries which are excluded from the list of 
those which do not have to make a showing under their present directive are 
countries which, if they can buy for dollars, can buy in any market. It is ex- 
tremely questionable whether they would buy grain at CCC prices in competi- 
tion with other countries. It is equally plain that, because the barter program 
has permitted granting the discounts, there have been American commodities 
going to these countries in greater volume than heretofore enjoyed. 

The testimony of the grain companies was unanimous in supporting the belief 
that the barter program has assisted materially in the net increase of our ex- 
ports of surplus commodities. 

I hope that these comments will be helpful in finally determining the weight 
that the committee will place on the position taken by the Department of Agri- 
culture. I cannot help but reiterate my earlier contention that the Department 
of Agriculture had a clear mandate from the Congress to carry out title III 
transactions to protect its assets through the barter program. By their strict 
adherence to the Office of Defense Mobilization list, prepared for title I use, 
they have, from the start of the program, limited the scope of their activities. 
Their action on May 28, 1957, has to all intents and purposes killed the program. 
Mr. Berger’s conclusion that contractors are waiting to see the results of these 
hearings before submitting offers are as valid as those expressed in other parts 
of his testimony. Speaking for my company, we have diligently endeavored to 
solve the insurmountable difficulties existing within the present restrictions. 
This we have found impossible to do, and I think this applies with equal force 
to our competitors. It is useless to discuss requiring other departments to go 
through the barter program and to explore new materials that might be taken 
in exchange as long as the present restrictions are in force. 

If we can be of further service to you in any capacity, please advise us. 
Respectfully submitted. 
M. Gotopetz & Co., 
J. M. CHAMBERS. 


Senator Humpurey. I want all persons who testify at these hear- 
ings to keep in mind that any further comment you wish to offer to 
more fully substantiate your point of view or document will be wel- 
comed, and we will include it as a part of the testimony. 

This morning we have witnesses from the Department of State 
and Department of Agriculture. We also have one from a private 
grain company. 

Our first witness, however, is Dr. Howard R. Tolley. Dr. Tolley 
was the coauthor of the National Planning Association report on 
surplus food disposal. 

Dr. Tolley, I believe you were formerly with the Department of 
Agriculture; is that correct ? 
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STATEMENT OF DR. HOWARD R. TOLLEY 


Dr. Totitxy. That is right. 

Senator Humpurey. And head of BAE? 

Dr. Totzey. That is right. 

Senator Humpurey. You are an agricultural economist ? 

Dr. Tottey. Correct. 

Senator Humpurey. And also with the Ford Foundation ? 

Dr. Tottey. Anc in between I was for 5 years with the Food and 
Agricultural Organization, where I had the opportunity to see around 
the world the need for more food and the need for economic develop- 
ment. 

Senator Humpurey. You are surely a well qualified witness. 

Dr. Tottey. And if I might say, I am appearing, Senator, in a 
personal capacity this morning, not as a representative of any of these 
organizations. a ; 

Senator Humpurey. Sir, with your background, to have you appear 
in whatever capacity you may desire will be rewarding to the com- 
mittee. 

Why don’t you go right ahead and state what you have in mind? 
We will welcome your testimony. 

Dr. Totter. I will try to do it briefly. 

In consideration the continuation of the Agricultural Trade Devel- 
opment and Assistance Act, I proceed on two premises: The first is 
that the United States will continue to have abundant supplies of 
food and other agricultural commodities for years to come. 

My second is that it is in the national interest for the United States 
to continue to extend economic aid to friendly countries. 

And on these two premises our abundant supplies can serve a dual 
purpose : improved nutrition, health, food supplies in needy countries, 
and at the same time be used to spur economic development. 

And with this dual purpose in mind it seems to me that continua- 
tion of what we are now doing, with some modifications, of course, 
can and should be an important element of our long-term foreign 
policy. 

The United States is one of the few countries in the world that 
has an overabundance and a continuing overabundance. Food pro- 
duction in the world is barely keeping pace with the growth and popu- 
lation. In many countries food supplies are woefully inadequate. 

Public Law 480, of course, was originated primarily as a surplus 
disposal program. But increasing quantities have been used and are 
being used for economic aid. 

In our continuing program it seems to me that priority should be 
given to what has been developed, sales for local currencies and loans 
or grants of these local currencies to needy and friendly countries 
for 1 use in economic development. 

Local currencies can be used, are needed in many of these countries. 
Local currencies pay for labor and domestically made equipment, 
domestic materials that are needed and used in great variety of devel- 
opment projects. Schools is one of the outstanding ones. One person 
in ten in many of these countries can read and write. Where would 
this country be, or any country be, if only 1 in 10 of us could read 
and write? It is a longtime, difficult problem in developing schools. 
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The same thing is true with roads, highways, transportation, dams, 
and irrigation projects, many other lines. “Local currencies can be 
used, are used for a large part of such development projects. 

These currencies acquired from the sales to the needy countries 
should, I think, be re returned to the country in long-term loans. 

Development is a long-term process. They need to be long-term 
loans, and Public Law 480 should be continued. 

There are many places where grants might be, are, or grants would 
be worth while. 

Development, as I say, is a long-term process. 

Repayment of loans even in local currency might place an undue 
strain, slow down development in some countries. Hence, grants 
of the local currency for specific purposes would be worth while. 
Some of that has been done, but very, very little under Public Law 
480, as I understand it. 

We need a long-term policy for the utilization of these loan re- 
payments. If this program is continued and expanded, the United 
States will acquire large quantities of local currencies. They should 
not be allowed to remain idle. They should be used. And I believe 
that a large part of them could be used in these countries, reloaned 
for other additional development projects. It seems to me that should 
have priority, Senator. 

Of course, there are other uses now specified in the law, payment 
of the United States obligations abroad. But that, it seems to me, 
is the second priority. 

Some of these funds might be loaned to private firms which are 
doing business in these countries. Some might be made available as 
grants to voluntary agencies who are carrying on projects that need 
funds. 

Well, sales for local currencies and loans or grants for local cur- 
rencies used in economic aid have priority. And, further, continue 
the authorization for grants for disaster relief, for donations to vol- 
untary agencies for feeding needy persons abroad. While those are 
not directly economic aid, they do relieve hunger, help recovery and 
help the development of the country to a certain extent. 

The barter provisions might well be continued if it can be handled 
in such a way as to have more direct exchange of needed materials in 
the United States in underdeveloped countries for our food. But 
that, as we go along, it seems to me, should have lower priority than 
the other. 

Some additional things that have not been, are not in the program 
at present, in the administration of it. One of the most needed 
things, one of the most helpful things it seems to me, would be for 
the United States or an international agency, the Food and Agricul- 
tural Organization, or some newly formed agency, to render technical 
assistance to receiving countries in planning the utilization of these 
large quantities of food and other agricultural products that are to 
be made available to them. 

That is something that, as I understand it, the United States has 
not done to date. 

But simply to ship large quantities to an underdeveloped country, 
leave them on the dock, as far as the United States is concerned, will 
not necessarily and often does not, I feel, result in increased con- 
sumption by the needy people in that country. 
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Senator Humpurey. In other words, what you are getting at is 
that once the agreement is made as to the shipment or the sale or the 
gift, whatever it may be, of these food stocks, then you need to follow 
this through on the method of delivery, storage, and distribution? 

Dr. Tottxy. That is ae And often special distribution pro- 
grams within the country may be needed. I mentioned schools. 
Just imagine how all of this food could be used to help feed school- 
children, to help feed people who are training to be teachers, and 
so on. 

Some of the food might be used to pay part of the wages of workers 
on construction projects, and so on. 

Just putting it into an unregulated market may reduce prices 
within the country. It may reduce other exports which we are all 
so much concerned about. 

Well, technical assistance in planning the distribution of food. 

In these friendly underdeveloped countries, I know from personal 
experience that often Government personnel do not have the experi- 
ence and knowledge necessary to develop the program. 

Senator Humpurey. I think that is a very good point. It is very 
important and it should be looked into carefully. 

Dr. Tottey. My next point: National and regional reserves. That 
has been talked about some. Some has been done. But in a long- 
term continuing program, it seems to me the establishment of reserves 
of this food within the receiving country and keeping those reserves 
there would be a very worthwhile addition to the program. 

It could be drawn on in time of a famine or disaster, in times of 
temporary shortages and when prices were rising, to be replaced later, 
of course. 

Some of that has been done. Much more, it seems to me, should 
be done. 

Senator Humpurey. This position, as you know, was advanced by 
our delegation at the United Nations. 

Dr. Totter. You personally did it. 

Senator Humpurey. I was privileged to represent our Government 
on that issue. I am interested, and I state this publicly, so that the 
representatives from State Department and Agriculture may report 
back to us, it saves letterwriting, and I would like to find out what 
has been done about our action in the United Nations proposing 
national food reserves. 

Our proposal was adopted unanimously, because this is surely 
needed. 

It seems to me that the use of food and fiber as a part of national 
security has not been given proper consideration. I am going to 
suggest that all the people in our Government read a couple of chap- 
ters out of Napoleon’s book where he talks about the army traveling 
on its stomach rather than on a rocket. 

Information which has come to my attention, Dr. Tolley, in recent 
months, has been shocking in terms of the defense structure of this 
country and food reserves in critical areas of the world. I think our 
defense officials ought to be dragged up here in executive session, and 
I may well do it, to find out whether or not they plan on anybody 
eating if we get in trouble, or are we going to eat atomic pills. 
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Dr. Totiey. These reserves could be established by the United 
States itself or, preferably, as you suggest, through international 
collaboration, some kind of international agency. 

That was the last point I wanted to make, Senator, that in our 
long-term program the United States Government should consult, 
negotiate earnestly with other countries, especially exporting coun- 
tries and with the United Nations and its specialized agencies and 
the various arms thereof, such as the FAO Special Disposal Com- 
mittee, to take the lead in that, in an effort to work out mutually 
satisfactory and mutually agreeable and hopefully mutually admin- 
istered programs, especially in our reserves and in our technical 
assistance, and so on. 

Other countries, as you know, are very fearful of what the United 
States is doing under Public Law 480, as well as under other Govern- 
ment export programs. 

If the United States would just take the lead in negotiating and 
endeavoring to arrive at joint decisions and joint operations, it would 
help the U nited States foreign policy very greatly, I believe. 

Senator Humpurey. I felt this was important. We have a tendency 
in our actions to want to take on the whole responsibility. On the 
one hand, we complain that everybody wants us to do everything; on 
the other hand, we really prefer to do it that way, because it doesn’t 
require so much time in negotiation and all of this tremendous taxing 
of our patience. 

I have felt that in the use of our food and fiber reserves, we would 
be better off to do some of it, at least a good deal of it, through an 
international agency. In that way, in case there is some market fluc- 
tuations or in case there are some problems on commodity prices, we 
are not held accountable by each country. We are only one of many 
participating members. 

Furthermore, our friend to the north, Canada, with its reserves of 
wheat, for example, ought to be included in any kind of international 
food and fiber reserve, or national food and fiber reserve in deficit 
areas. 

Dr. Totiey. I agree fully. Canada is an outstanding example, our 
most friendly neighbor. But fear is the word, I think. They fear 
that the United States in its unilateral action will continue to do things 
that will be detrimental to them. 

Why not actively cooperate with them? They would be glad to 
join, I am sure, in some of these. As you say, it doesn’t necessarily 
mean that everything we are talking about would go through an inter- 
national agency. 

Senator Humenrey. There is a role for an international agency and 
a role for your individual countries. 

Dr. Totiey. I agree. 

In conclusion, one written sentence: The need for economic develop- 
ment is so apparent and the deficit of food and other agricultural prod- 
ucts are so great in many underdeveloped countries that opportunities 
for constructive use of our abundant supplies may well increase in the 
years ahead, and a continuing program can be an important long- 
range element of United States foreign policy. 

Senator Humpnrey. Dr. Tolley, as you know, under the present law, 
these commodities are available when the ( ‘ommodity Credit Corpora- 
tion has possession of the commodities. In other words, if your gov- 
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ernmental policies are designed so that rather than buy milk you just 
force farmers out of business, you don’t have any surplus milk. You 
can get rid of a lot of your problems if you just exterminate enough 
of the people involved, and I guess some people have this idea. I don’t 
agree with the philosophy that one way to get rid of the problem is to 
get rid of the people that make the problem. I regret to say that has 
been followed in some instances. 

I come from an area where we have some of the most wonderful 
dairy herds in the Nation. Regrettably we have had to sell off a lot 
of them. Some people spend 25 years building them. Around Grand 
Rapids, Minn., in a cutover area, which was never usable for any agri- 
cultural production, except dairying, they were able to establish blood- 
ed herds. The former and later editor, Mr. Rossman, who was one 
of the great citizens in our State, spent 25 years of his life leading 
a crusade in agriculture to get that area of Minnesota into a dairy 
country. They built one of the finest dairy areas in the Nation. But 
the price policies got so that the only way you could live was to sell 
your dairy cattle. So by giving away and selling powdered milk, and 
by driving people out of the dairy business, we have gotten the dairy 
business back into relatively good shape for those who are left. 

It is like those who are left in the Presidium. Poor old Malenkov, 
Kaganovich, they will maybe freeze a little bit and get some chilblains, 
but those who are there, who have their feet up against the stove, will 
be nice and warm. 

The same thing has happened in the sense of some of our producers, 
If you get enough of them off the farm, those that are left will make 
some money. 

This is nothing new. My attitude about this is quite well known 
by friend and foe alike. 

Getting back to the 480 program, I have been in areas, and so have 
you, where milk, powdered milk, is the difference between life and 
death. It is the difference between friendship and hate. 

What would you advocate? I understand we are getting down to 
where there isn’t much powdered milk left, and will have to cut off 
these programs. 

Dr. Totter. As a long-range proposal, Senator, why shouldn’t we in 
our agricultural programs, in our agricultural policies here in the 

Jnited States, plan, if I may use that old word, to produce certain 
amounts of milk and other commodities for this particular use, as part 
of our national production goals and national production programs? 

Senator Humpnrey. I don’t know why we don’t, but we don’t. 

Dr. Tottry. My suggestion is that be given consideration. 

Senator Humpurey. I think this is something that has to be thought 
about. 

I want to say this now at this point in our hearing: There are 
people in this room who are in charge of the official duties of our 
Government, and there are prominent lay leaders here. It is entirely 
probable, under the present situation of Public Law 480, written as it 
is, and the present policies of Government relating particularly to agri- 
culture, that many of our surpluses, possibly with the exception of 
wheat, will be liquidated. 

So you say we will have licked that problem. But in the meantime, 
what does this do to our foreign policy, and what does this do to the 
total nature of our economy ? 
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Dr. Totter. Absolutely. As I said in the beginning, Public Law 
480 was looked on in the first place as a surplus disposal program. 


But looking ahead, it seems to me it should have another completely 
different orientation. 


Senator Humenrey. I thank you very much. 
Dr. Tottry. You are entirely welcome. 
Senator Humpnrey. Dr. Tolley, I want to thank you particularly 
for that excellent report of the Planning Association. And right at 
this point in your testimony I am going to have the summary and 
conclusions of Planning Asosciation’s report inserted as part of your 
testimony. 
Dr. Tottey. Many of the points that I have covered and many I 
haven’t covered are treated in detail there. 
Senator Humpnrey. I know they are. 
The Foreign Relations Committee received your report. I have 
advocated that the report be sent rather extensively around the world 
to our Embassies to give them a little fundamental education concern- 
ing agriculture. 
(The summary and conclusions referred to are as follows:) 


{From Agricultural Surplus Disposal and Foreign Aid, a study by the National Planning 
Association, March 1957] 





x * * 





: 





SUMMARY AND CONCLUSIONS 








The purpose of this report has been to examine the existing agricultural 
surplus disposal programs as they relate to foreign aid and to determine what 
changes are indicated in the national interest. 

The general conclusion is that our disposal programs have proved useful, and 
should be continued with certain changes of emphasis and some administrative 
modifications. 

Agricultural surpluses have been a troublesome domestic problem for so long 
that their great value in aiding the development of friendly countries is not 
generally appreciated. They are an asset of unique value. The United States 
is one of the few countries that has a surplus in a world where agricultural pro- 
duction is barely keeping pace with rapidly growing populations. This asset 
can be used with increasing effectiveness in the achievement of our general for- 
eign policies if only we recognize more fully the real contribution which our 
agricultural surpluses can make. 

The disposal programs are admittedly a step away from our traditional view 
of world trade with a minimum of government restrictions. They do contain 
elements of “state trading” and bilateralism. But the major agricultural coun- 
tries of the world have brought their governments into the pricing and market- 
ing of farm products on a decisive scale. Bilateral trading has become the 
rule, not the exception. If all this is painful to us, what are the alternatives? 
We could return to the policy in effect before adoption of the present disposal 
programs, which means holding our surpluses off the world market until the 
output of other exporting countries has been disposed of. Another alternative 
would be to abolish all Government price support and storage operations, and let 
prices be made entirely in the market place. 

Assuming that neither of these alternatives would be acceptable to the United 
States, the report reaches specific conclusions concerning the disposal programs 
and foreign aid, and presents suggestions for changes in them. 


A. 





CONCLUSIONS 


1. Despite substantial disposals and efforts to reduce output, surplinses of 
some commodities must be expected to continue for some time. 

2. Existing disposal programs are effective, considering the many United 
States agencies and foreign governments involved. but changes are needed to 
bring better coordination and to expedite operations. 
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3. The effect on other exporting countries has not been demonstrably harm- 
ful despite their fears in this respect; at the same time, care is needed to avoid 
harmful effects in the future. 

4. The effect on countries receiving surpluses has been beneficial. 

5. Alternative methods of handling excess stocks through international coop- 
eration have not been accepted by the nations of the world; creation of national 
and regional reserves is receiving international attention at present, and United 
States leadership might yield useful results. 


B. SUGGESTED CHANGES 


1. Continuation of the disposal programs should be authorized for an addi- 
tional 5 years beyond the present expiration date of June 30, 1957. 

2. The administrators of the programs should be free to make disposal agree- 
ments with Iron Curtain countries when and if there is an opportunity thereby 
to advance the aims and aspirations of freedom-loving peoples. 

3. More of the proceeds from the sale of surplus commodities for local cur- 
rencies should be used for economic development and less for paying United 
States obligations abroad. 

4. The emphasis in economic development programs should continue to be on 
loans, but it should be recognized that grants also can play a useful role in 
particular circumstances and should be used where warranted. 

5. In a few years, the problem will arise of what to do with the foreign cur- 
rency funds which will be accumulated abroad by the United States in the 
form of loan repayments; a policy regarding them should be worked out now, 

6. There are two programs for the sale of surpluses in exchange for foreign 
currency ; these should be consolidated. 

7. In the authorization of grants for disaster relief, more exact legislative 
guidance as to what qualifies as a “disaster” would be useful. 

8. Programs of a nondisaster relief nature now being conducted under title II 
of Public Law 480 should be transferred to title I and linked directly to economic 
development. 

9. The barter provision of Public Law 480 must be administered carefully to 
avoid retaliatory steps by other countries; as surpluses are worked down, barter 
should have a lower priority than economic development and relief programs. 

10. Donations to private voluntary relief agencies should be continued, but 
in the light of their rapid growth, closer coordination with other phases of the 
program is needed. 


11. Harlier consultation with other exporting countries on pending agreements 
should be arranged. 


12. The food-deficit countries should be encouraged to establish adequate food 
reserves. 


13. The United States should work with receiving countries—always with 
their full cooperation—to develop methods of domestic distribution in those 
countries, which will result in increased consumption, minimizing the possibility 
of unfavorable repercussions on their domestic prices and other imports. 

14. The United States should take the lead in promoting consultations and 


negotiations on the possibilities of international cooperation in the handling of 
surpluses. 


Senator Humrurey. We have here a representative of the State 
Department, Mr. Riley. We also have Mr. Armstrong. 
Mr. Armstrong, will you state your position for the record ? 


STATEMENT OF W. C. ARMSTRONG, ACTING ASSISTANT SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS 


Mr. Armsrrone. I am Acting Assistant Secretary of State for 
Economic Affairs ? 

Senator Humpnrey. You are with Mr. Dillon? 

Mr. Armstrona. Yes. 

Senator Humpnrey. | think I shall make a part of the record the 
letter to the Secretary of State, of July 11, wherein | asked for cer- 
tain information, a breakdown, country by country, of how economic 
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development programs engendered by loans under title I have helped 
our foreign policy in regard of those nations; (2) paper issued by 
the Department for embassies and missions which describes for them 
the process as to Public Law 480, and, if possible, departmental orders 
on the law to the staff who deal with embassies and missions; and 
(3) what is the present state of the CARE aid request to Egypt: 
(4) educational use of Public Law 480; (5) a report as to what has 
been done with Public Law 480 to augment President Eisenhower's 
suggestions for establishment of vocational schools in foreign coun- 
tries. Those were the suggestions in the President’s Baylor Uni- 
versity speech. 

I will have the entire letter made a part of the record at this point. 

(Letter referred to is as follows:) 

JULY 11, 1957. 
Hon. JoHN Foster DULLES, 
Secretary of State, Department of State, 
Washington, D. C. 

DeaR Mr. SEcRETARY: The Senate Committee on Agriculture and Forestry will 
resume public hearings on the overall operation of Public Law 480 next week. 
You will recall that the committee heard Mr. Thorsten V. Kalijarvi, Assistant 
Secretary of State for Economic Affairs, on June 11, and, at that time, indicated 
that we would probably recall the State Department at a later time. 

Therefore, on behalf of the Senate committee, I wish to extend an invitation 
for a member of the State Department most qualified to answer the questions 


which have arisen, to appear at 10 a. m. Thursday, July 18, in the committee 
hearing room, 324 Senate Office Building. 

We particularly will be interested in the following points: 

1. A breakdown, country by country, of how economic development programs 
engendered by loans under title I have helped our foreign policy in regard to 
these nations. 

2. The paper issued by the Department for embassies and missions which 
describes for them the process of Public Law 480, and, if possible, departmental 
orders concerning the law to its staff who deal with embassies and missions. We 
would like the witness to present and discuss these instructions. 

3. What is the present status of the CARE aid request to Egypt. 

4. An outline of the educational use of Public Law 480 funds. 

5. A report as to what has been done with Public Law 480 funds to augment 
President Eisenhower’s suggestion for the establishment of vocational schools 
in foreign nations. 

We would also like to reserve the privilege of asking the witness whatever 
other questions may arise during his testimony, regarding foreign relations and 
Public Law 480. 

Once again, I would like to reiterate my firm belief that this inquiry into 
Public Law 480 will turn up with constructive good for all concerned if the hear- 
ings we held during June are any indication. The cooperation of the Department 
of State is appreciated. We particularly want to express our appreciation for 
the time and work given to this inquiry by Mr. Kalijarvi. 

Sincerely, 
Husert H. HUMPHREY. 


Senator Humpnrey. I am pleased to report the State Department 
has been very cooperative and has made available to us the documenta- 
tion which we have asked for, the Public Law 480 agreements with 
each country. 

I shall have that made a part of the record. 

And also the use of Public Law 480 foreign currency receipts for the 
purpose of augmenting President Eisenhower’s suggestion for the 
establishment of vocational schools in foreign countries. 

We also have the status of proposed programs using Public Law 
480 funds on American sponsored schools. This comes from Mr. 
Riley’s division, I suppose. 
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Then the executive agreements planned under the Fulbright Act 
utilizing nonappropriated funds, which are the counterpart or the 
Public Law 480 funds; is that correct, Mr. Riley? 

Mr. Ritry. Yes. 

Senator Humrnrry. All that will be made a part of the record, 
together with the outline of the educational uses made of Public Law 
480 funds. 


(The material referred to is as follows :) 


DEPARTMENT OF STATE, WASHINGTON, D. C. 


As of June 30, 1957, the United States had signed sales agreements with 2 
countries under title I of Public Law 480, providing for loans up to $1,169.3 
million, equivalent to promote multilateral trade and economic development pur- 
suant to section 104 (g) of the act. These countries were as follows: 


TABLE 1.—Publie Law 480 sales agreements providing for loans under sec. 104 (g) 
[Millions of dollars equivalent] 


Loans planned Loans planned 
under sec. under sec. 
Country: 104 (9) Country—Continued 104 (9) 

Argentina ernen wo ok Se, Se 36.8 
Austria _- eo . 88. 0 
Bolivia____ Japan____- 9 
pravil. _~_- Pakistan ___ 
Burma __ Paraguay 
Chile 


Peru : 
Colombia __ 


Philippines poe SSR HE ey 
Eeuador 
Egypt 


Portugal _____ 
Greece __ Se 26. 


Spain —_ hae 28 
"—eene. oS 
Iceland_- : se 2: TeIee ts. Serle: 
India 234. Yugoslavia ______ 
Indonesia 78. 
2.5 Total_ iW. 3, PES 


WHA RWS 


~ 
Ce 


DD 





--~ 
- 


Of course, it must be remembered that the amounts indicated involve the 
planned uses of the currency and it is possible either that a loan agreement 
may never be signed or if a loan agreement is signed the amount may not 
equal the planned use because of shortfalls in deliveries or for other reasons. 

Pursuant to the sales agreements, loan agreements had been signed with 18 
countries as of June 30, 1957, providing for loans of up to $652 million in local 
currencies as follows: 


TABLE 2.—Public Law 480 loan agreements signed as of June 30, 1957 
[Millions of dollars equivalent] 


Country: Total | Country—Continued Total 
Austria —- ata >. RN hos eae nd Sacer 
3razil__-_- ‘ pda 9. Japan__ 
Burma-_-_-_- ; Paraguay __ 
Chile__ ; ; ere) ee 
Colombia... 5 y Portugal _. 
I 5 cies sips donk Sic visen sae oa .o Spain 
Greece i... J 8.5 | Thailand 
Iceland p Yugoslavia 


SO SS asentem 31.3 | ON Son dt eel pe OO 


Loans made pursuant to section 104 (g) are administered by the International 
Cooperation Administration. As a general rule, the ICA does not disburse funds 
under a loan agreement until specific agreement has been reached on the proj- 
ects on which the money is to be expended and the funds are actually needed 
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to carry on the project. The following table shows that loan projects approved 
by ICA as of June 30, 1957, totaled $338.8 million equivalent as follows: 


TABLE 3.—Public Law 480 loan projects approved as of June 30, 1957 * 


| Millions of dollars equivalent] 


Country | Total? | Description 
in Ri 16.0 | Industrial projects, including electric power, iron and steel, metal pro- 
cessing, textile industry, etc., 14.2; tourism, 1.0; regional development, 
0.8 
Brazil il 331.32 | Agricultural silo facilities, 6.0; extension of railways, 4.8; rehabilitation of 


railways, 10.0; river navigation and port improvement, 3.0; metallurgical 
works, 4.0; cold storage meat plants, 1.0; electric energy production, 5.0. 


Do 117.9 Expansion of hydroelectric and power production; railway construction, 
expansion of iron and steel production. 
Chile 4.0 | Highway improvement, 3.75; agrieultural training center, 0.25. 
Ecuador. ..---- caw 3.1 Agricultural credit system in tropical coastal area, 3.1. 
Greeee ; 4.2 Extension and modernization of roads. 
Iceland--_.. 2.2 H ydroelectrie plant 
Israel. __- 28.8 Irrigation, well drilling and agricultural development, 11.4; agricultural 


settlements (construction of farm buildings), 2.8; land preparation, 0.4: 
agricultural research station, 0.3; afforestation, 0.4; development of 
roads, 3.8; electric power construction, 6.6; loans to home buyers, 3.0. 
ee . 59. 5 Electric power development, 50.7; irrigation, drainage, and reclamation, 
8.4; productivity center, 0.4. 

Do... 49.35 | Electric power development, 21.9; irrigation and land development, 12.7; 
land reclamation for industrial sites, 1.9; productivity center, 2.8; forest 
development, 2.8; industrial marketing and processing, 4.5; improve- 
ment of fishing port facilities, 1.9; silk center, 0.4; undetermined, 0.5. 

Paraguay 2.2 Highway and bridge construction and improvement, 0.7; airport develop- 
ment, 0.2; sewerage system, 0.7; agricultural development (primarily 
coffee), 0.6. 

Peru 7.8 Irrigation projects in northern Peru (land to be used for bananas, coffee, 
eacao, and feed production). Because of drought not more than 1.5 
may be used for farm to market roads, agricultural credit and about 
$40,000 for small irrigation projects. 

Portugal 3.4 | Storage facilities for bananas and cereals. 

Spain 9.0 Reforestation and watershed control, 5.1; small irrigation projects for 

noncitrus fruit and vegetable production, 2.6; soil conservation, 0.3; 

land consolidation, 1.0. 


Total = 338. 8 


1 This tabulation includes only approved projects within current loan agreements. Projects which may 
have been tentatively approved prior to completion of loan agreements are not included. 

2 Approval of projects allows expenditures of up to the amount stated. The total value of the project. 
would decrease if the amount available for loans is less than that anticipated. 


3 The total of the proposed projects exceeds the amount of the loan. Appropriate revisions will be made 
at a later date. 


Actual disbursements under the program, however, were considerably less: 


TABLE 4.—Disbursements under Public Law 480 loan agreements as of 
Apr. 30, 1957? 


{Millions of dollars equivalent] 
Total dis- 


Country : bursements 
CE ee ee ee ng a ee 30.18 
Cree oo ee Se ee ee ee re > 3.19 
Ts a re cme es cence eae ee agree ee ae 2. O76 
EE A de ssvceshtcaa’ adel onda nian sas abaiccnead aan Adak ies ea 16. 943 
Pk Soe cinema eis eae aie =e ee eee 92. 265 
SPN ost isdn sgn one saci ea tt ccaealoneaed sees cece oe cance Seek actemiiceeteaicimea ae aeeedaed = 4. 821 
TUE an axe sittin spt sien hoe Sesame egies ah tts Sie alae eae 8. 985 

SO aio kas ceqeepbaten teen get ee mea | ee 


1The figures on disbursement are available only as of Apr. 30, 1957, since ICA is de- 
pendent on monthly reports from their missions, 
2 The detail may not exactly equal the total because of rounding. 


It will be noted that as of April 30, 1957, disbursements under loan agree- 
ments had been made to only seven countries. These disbursements totaled 
$158.463 million equivalent and of this total $92.265 million equivalent had been 
disbursed to Japan and $30.18 million equivalent to Brazil. It is clear there- 
fore that our Public Law 480 loan program has not yet had a direct impact on 
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the economic development program of most of the countries with which we 
have signed Public Law 480 sales agreements. However, the agreement to sup- 
port the development programs by loans of local currency itself has had some 
favorable effect on our foreign relations. Politically and psychologically our 
willingness to enter into such loan agreements has been construcd as a demon- 
stration of our friendship for and support of these countries. Further it has 
helped to assure future local currency availabilities for economic development 
for the countries concerned. Also the furnishing of the commodities, irrespective 
of local currency loans, serves to dampen inflationary pressures and hence may 
permit additional development, through inflationary pressures may and frequent- 
ly do arise from nondevelopmental sources such as crop failures, and fiscal and 
monetary policies. 

Specific assessment of the tangible foreign policy benefits resulting from 
economic development financed by loans under title I of Public Law 480 would 
be premature at this time. It is impossible now to separate the foreign policy 
benefits arising from loans for economic development from the general benefits 
arising under the sales agreements. 


Use or PusLic LAw 480 FOREIGN CURRENCY RECEIPTS FOR THE PURPOSE OF AUG- 
MENTING PRESIDENT EISENHOWER’S SUGGESTION FOR THE ESTABLISHMENT OF 
VOCATIONAL SCHOOLS IN FOREIGN NATIONS 


The President’s Baylor speech, May 1956 

The President in his Baylor speech referred in rather broad terms to assist- 
ance which American universities and foundations could give to educational in- 
stitutions overseas. He did not specifically mention vocational education, 
although this phase of education conceivably was included in his reference to 
the need for “adequate institutions of modern techniques and sciences in areas 
of the world where the hunger for knowledge and the ability to use knowledge 
are unsatisfied because educational facilities are often not equal to the need.” 


The use of Public Law 480 funds to augment private efforts for the establishment 
of vocational schools 

Section 104 (j) of Public Law 480 relates to section 205 of Public Law 402, the 
United States Information and Educational Exchange Act of 1948. In section 
203 of Public Law 402, schools to be considered are described as those “founded 
or sponsored by citizens of the United States and serving as demonstration cen- 
ters for methods and practices employed in the United States.” The wording of 
section 203 has been interpreted to presuppose not only the actual existence of 
these schools but their current ability to serve as demonstration centers. Ac- 
cordingly, the Department’s position is that the school must actually be in ex- 
istence and actually serving as a demonstration center. This position is further 
supported by the legislative history of section 203 of Public Law 402 and section 
104 (j) of Public Law 480. 

Accordingly, the Department of State must limit its efforts to assist and im- 
prove education overseas to already established American-sponsored schools. 
The intent of the law is clear that the Department cannot assist in the estab- 
lishment of these schools nor can Public Law 480 funds be used to assist an in- 
stitution abroad which does not qualify as being ‘‘American sponsored.” 

Recentiy the Department of State requested an allocation by the Budget Bu- 
reau for Robert College, Istanbul, Turkey. Robert College has long and favor- 
ably been known as a highly qualified American school abroad. The major use 
of the funds being requested for allocation is for the expansion and improvement 
of the school of engineering. 

Similarly, the Department has currently in preparation a proposal for a sub- 
stantial allocation to assist American-sponsored schools in Greece. One of 
these schools in Greece, the American Farm School at Salonika, is primarily a 
vocational school. 

Many of the other schools under consideration for assistance, although not 
primarily vocational schools, do include scientific and technical studies in their 
curriculums. 

In summary, although not providing for the establishment of schools overseas, 
Public Law 480 nevertheless provides one feasible means of implementing the 
President’s proposal for helping other countries to meet their pressing educa- 
tional needs. It demonstrates concretely how small investments by our Gov- 
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ernment can provide the example necessary to stimulate private institutions 
to expand their activities on a scale in keeping with the spirit of the President’s 
proposal. 


Status of proposed programs utilizing Public Law 480 funds in accordance 
sec. 104 (j) (aid to American-sponsored schools) as of June 30, 1957 


Total amount Actual | Amount ear- 
| earmarked for amount in marked for 
Country | 104 (j) by the| Public Law | schools by 
Interagency | 480 agreement | Interagency 
Staff Commit- for 104 (j) Staff Commit- 
tee tee 
MMR ois -socce. mm $600, 000 | $640, 000 | $640, 000 
Bolivia » 200, 000 | 200, 000 | 100, 000 
Brazil.__---- ‘a 900, 000 | 901, 550 | 565, 000 
Colombia-- : ‘al : acieidl 800, 000 | 790, 000 600, 000 
Ecuador. ------ ; oa. owen : ‘ ual 200, 000 | 1 270, 000 | 220, 000 
a cin aiken wktwns5 atbndeee ian 100, 000 | RO 0... secdiess Jaan 
Greece....-.-- suahune ee - 500, 000 500, 000 500, 000 
a tichagh eb aafapent sage eeanigiad nee 300, 000 > Re = 
ia Toman teais ‘i Jdeodudiud io tina 1, 000, 000 1, 000, 000 448, 000 
Korea pated bestidune Satnnt ee 7 ‘ hae 600, 000 | Ee ee 
Pakistan _-_-- ——- d peeetientinn . 1, 000, 000 1, 000, 000 | 2 3(330, 000) 
le a canals anna Sah ath ' . 300, 000 ' 360, 000 | 260, 000 
Dkwsnss. 655. -—s : . ce 500, 000 UME eds nace namin as 
Thailand_ - ---- . 4 an bed 300, 000 2 300, 000 |__ cS 3h 
Es wen ddnan a edhanchommae $ —aSe 2, 800, 000 ! 2, 470, 000 1, 970, 000 
Total Mcetl - - s2dane a 10, 100, 000 9, 871, 550 5, 303, 000 


! The ‘‘ Actual amount in Public Law 480 agreements” specified do not correspond with the “‘ Total 
amount earmarked.”’ 


2 Amount requested for schools is being released since no schools qualify. 
§ Not included in total amount earmarked for schools by Interagency Staff Committee in table above 


DEPARTMENT OF STATE—INTERNATIONAL EDUCATIONAL EXCHANGE ACTIVITIES 
Erecutive agreements planned under the Fulbright Act utilizing nonappropriated 
funds 


Earmarked | Allocations made by or to be requested of Bureau of the Budget 
by Inter- | indicating uses by years 
}agency Com-|___ 











Country | mittee from | 

| beginning of | 

the program 1956 1957 1958 1959 1960 1961 | Total 

|} to June 30, 

j 1957 

- a re Pc | 

Argentina. $700, 000 | $150,000 | $250,000 | $200,000 | ? $600, 000 
Brazil. ___- 2, 100, 000 | J | 400, 000 | 400, 000 | $180, 000 5 | 980, 000 
Bolivia_____- | 200, 000 |_. eae OO Es 200, 000 
Ce 600,000 | $75,000 | 225,000 | 200,000 |_..__-___-| : sonaractennciceeh +e 
Sa 800, 000 | i bs | 250,000 | 250,000 | $250,000 | 750, 000 
Colombia 600, 000 | 15,000 | 150,000 | 200,000 | 135,000 |__.._____- 500, 000 
Ecuador tees 400, 000 | 11,800 | 100,000 | 100, 000 | 88, 200 |. tlie 300, 000 
Egypt______- nd 800, 000 | A ee | 250,000 | 250,000 | 250,000 750, 000 
Finland ______. 200, 000 ...| 250,000 ioc eneee | 250, 000 
SD cwicccons-| 600, 000 | | i : wahahetliicial mas 
India 1, 800, 000 |__ _..-| 600,000 | 600,000 | 600,000 | 1,800, 000 
Indonesia_____-__| 300, 000 _....| 200,000 | 200,000 | 200, 000 600, 000 
tes dnnel 700, 000 heed | 250,000 | 250,000 | 250, 000 750, 000 
Japan... ... ...| 2, 100, 000 | | 318,000 | 750,000 | 750,000 | 248, 000 _...---| 2,066, 000 
Sa 900, 000 |. ‘ai .| 300,000 | 300,000 | 300,000 |..__...___| "900, 000 
Pakistan - _ - 1, 000, 000 350,000 | 350,000 | 350,000 |__....____ 1, 050, 000 
Paraguay 100, 000 50, 000 50, 000 ty a I Be 150, 000 
Peru 400, 000 | 85,400 | 200,000 | 200,000 | 14,600 |_.__...___| 500,000 
Philippines__.__.| 700, 000 | ...,--|----------| 250,000 | 250,000 | 200, 000 700, 000 
Portugal ee 300, 000 --| 100,000 | 100,000 | 100,000 |........_. | 300,000 
Spain Re 1, 100, 000 | -_-| 200,000 | 200,000 | 200, 000 -| 600, 000 
Thailand. ____- 600, 000 |... ..| 200, 000 200,000 | 200,000 | 200,000 |......._. 800, 000 
Turkey____- 1, 400, 000 | 250,000 | 250,000 | 250,000 |...’ .|---} 750,000 
Total___- 18, 400,000 | 75, 000 '1. 255, 200 |3, 500, 000 |5, 450,000 |3, 765, 800 |1, 750, 000 [15 796, 000 
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OUTLINE OF THE EDUCATIONAL USES Mane or Purttc Law 480 Funps 


DEPARTMENT OF STATE RESPONSIBILITIES FOR EDUCATIONAL ASSISTANCE USES 

Public Law 480, 83d Congress, the Agricultural Trade Development and 
Assistance Act of 1954, authorizes the use of foreign currencies accruing from 
sales of United States agricultural commodities under this act to be utilized 
for assisting educational programs and facilities abroad under two sections, 
namely, 104 (r) and 104 (j). 


Section 104 (h). International educational exchange programs 


This section authorizes the use of foreign currencies derived from the sale of 
surplus commodities abroad for the support of educational exchange programs 
under Public Law 584, 79th Congress, commonly referred to as the Fulbright Act. 

Based upon the planned uses of foreign currency under title I in Public Law 
480 agreements signed from the beginning of the program through June 30, 
1957, the Department of State has entered into eight new executive agreements 
or amendments and extensions of previous agreements in support of educational 
exchange programs, Public Law 584, 79th Congress (the Fulbright Act), in 
dollar equivalent as follows: Argentina, $600,000; Chile, $500,000; Colombia, 
$500,000; Ecuador, $300,000; Paraguay, $150,000; Peru, $500,000; Thailand, 
$800,000 ; and Turkey, $750,000. 

Authorizations have been furnished (or are in process of being furnished) 
United States diplomatic missions to enter into formal negotiations for new 
executive agreements or amendments and extensions of previous agreements to 
support nine educational exchange programs (Public Law 584) in dollar equiv- 
alent as follows: Brazil, $980,000; Indonesia, $600,000; Iran, $750,000; Japan, 
$2,066,000; Korea, $900,000; Pakistan, $1,050,000; Portugal, $300,000; Spain, 
$600,000; and China (Taiwan), $750,000. 

Additional programs are being prepared for Bolivia, Egypt, Finland, Iceland, 
India, and the Philippines. 

The above amounts finance exchange programs for 3 years in most instances, 
and will be used over a 6-year period, fiscal year 1956 to fiscal year 1961, inclusive. 
(See attached chart for planned usage.) 

The educational exchange programs with these countries assist education both 
here and abroad by making it possible to bring carefully selected graduate 
students, teachers, research scholars and lecturers from schools abroad for 
further training and experience in United States universities and to send similar 
Americans to exchange ideas and techniques in universities overseas. 

Section 104 (j). Aid to American-sponsored schools 

Public Law 480 authorizes the use of foreign currencies derived from the sale 
of United States agricultural commodities for assistance to American-sponsored 
schools located overseas in accordance with section 203 of Public Law 402, the 
United States Information and Educational Exchange Act of 1948, as amended. 
For this purpose the Department of State is now considering the use of 53 
million in dollar equivalent of the sum provided for 104 (j) uses in agreements 
signed through June 30, 1957, to assist the American-sponsored schools in the 
following countries: 

Austria vs _.... $640, 000 | Italy 
Bolivia____-_ iit Sinn east 100, 000 | Peru____-_~_ —_— ick 260, 000 
565, 00O | Turkey____---—- ___-. 1, 970, 
—— 660, 000 ae 
Ecuador____--_- sa 220, 000 é _.. 5, 303, 000 
bene. 28 500, 000 


It is planned to use these local currencies for assistance to activities and 
projects including scholarships to students of the foreign country, the augmenta- 
tion of salaries for United States teachers, the improvement of the curriculum, 
the purchase of instructional equipment and assistance in erecting new school 
buildings and remodeling present buildings. 

Senator Humenrey. I have just had brought to my attention that 
in item 2, wherein we asked the Department to give us any informa- 
tion that they might have relating to departmental orders, regula- 
tions, or instructions to embassies, do you have such information 
available, Mr. Armstrong? 
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Mr. Armstrrone. Yes, Senator, I do. I wonder if you want me to 
start on that or on the earlier question. 

Senator Humpurey. Why don’t we take them one at a time? 

Mr. Armstrone. I wanted to say, first, Senator, we are glad to 
have the opportunity to put information on the record for the sake 
of clarification and to add anything we can orally here. 

I shall comment on items 1 through 3 of your letter, and Mr. Riley, 
the Director of our International Educational Exchange Service will 
take care of items 4 and 5. 

Senator Humpurey. May I suggest to you that when you get down 
to item 3, I have another item for you, which I thought I might want 
to just indicate at this moment, in case you have some messages you 
would like to send over to the Department. 

[ would like to find out about the Spanish wheat request. 

Mr. Armstrong. I thought you might want to find out about that, 
and I might have some information on it. On the first point, we have 
furnished a statement which you have already inserted in the record. 

I would like to make this point, that this is not a list of the sales 
agreements signed, but a list of sales agreements signed which include 
provision for loans for economic development purposes. 

There are a few sales agreements which may not include that. 

Further, in the second table are listed the loan agreements signed 
as of the end of June, under the sales agreements. 

The third table gives you the projec ts approved as of June 30 under 
the agreements which have been signed. 

The fourth table gives you disbursements under loan agreements 
as of April 30. 

I would like to comment 

Senator Humenrey. This is strictly on the economic ? 

Mr. ArmsrronG. These are economic development loans under 
Pe I. 

I do have a comment on the substance of your question, which is 
how have they helped our foreign policy in regard to these nations. 
I don’t think I can very well comment country ‘by country, but I can 
certainly say that economic development loans growing out of Public 
Law 480 agreements are helpful to our foreign policy y with most indi- 
vidual countries. 

The way in which they are helpful I think can be judged best by 
a glance at the description of the projects undertaken which inc lude : 
industrial projects, agricultural facilities, hydroelectric plants, well 
drilling, productivity centers, and that sort of thing in these various 
countries. 

This is a practical way of putting the currency to work, and i 
principle it is supposed to redound to our foreign-policy credit. 

Senator Humenrey. Do you think it really does? 

Mr. Armsrrone. | think it is a little early to tell. It is also very 
hard to measure in any quantitative sense. I certainly think the 
spirit of it is helpful in terms of the attitude of the government con- 
cerned. How effectively it is operated depends in part on the other 
government, and in part on us. The extent to which the United 
States gets credit in the public mind is again another question. 

We have no reason to think this will not redound to our general 
foreign policy benefit in the countries in which there are such 
projects. 
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Senator Humrurey. I think the matter of getting credit will have 
its limitations once the funds are borrowed. I think you get a good 
deal of credit for the gifts you make. I borrow money, but I don’t 
feel particularly grateful to the banker. He charges me interest for 
the money. 

Mr. Armstronea. I understand you very well. 

Senator Humpnurey. I think the recipient country on an economic 
loan gets to feeling, well, why should I give them gratitude; I am 
obligated to pay them back; that is enough. 

Mr. Armsrrone. Part of the point is, of course, that the terms are 
generous. 

Senator Humpnrey. I know that. I only point out that I think 
we are going to have some disappointment in some areas in terms of 
getting credit. You see, these people in many countries run for 
office, too. They are not exactly going to get out on the stump and 
say that the only reason their people have this food is because the 
United States made it possible. What he is going to say is, “The 
reason you have this is that I was a genius, and I have made it 
possible.” 

I sensed this attitude in a couple of places I visited. I saw these 
brilliant, able people. They were primarily talking about how they 
were using this money that they had been able to arrange, and that 
it was being used well by them for their people. How we got into the 
act. was difficult to find out by the time the conversation was over, 
even though we made it possible. 

Go ahead, Mr. Armstrong. 

Mr. ArmstronG. The second ae that you asked about, Senator, 
are the instructions to the people in the field regarding the develop- 
ment of Public Law 480 programs. We have, as you have noticed, 
made available a paper which is the sort of original basic instruction 
sent to our missions abroad. I think we made it available the other 
day in the committee record 

Senator Humpnrey. Maybe so. 

Mr. Armstrone. According to my information, it was put in the 
record on June 12, the day after Mr. Kalijarvi testified. 

Mr. Logan. They told us they would put it in but we have not got 
it. 

Senator Humrnrey. Mr. Kalijarvi indicated, I believe, we would. 

Mr. Armstrone. There is no problem about it, except having some 
copies made. 

Senator Humpurey. We will look forward to getting it. 

(The instructions referred to above are as follows. ) 


[Unclassified ] 
DEPARTMENT OF STATE INSTRUCTION 


No. CA-8787, May 8, 1956. 
Subject: Role of the State Department, Agriculture, ICA, and other agencies 
in title I, Public Law 480. 


JOINT STATE-ICA-USDA MESSAGE 


To American diplomatic missions except Bucharest, Budapest, Prague, Moscow, 
Warsaw : 
Missions distribute to USOM’s, agricultural attachés, and appropriate consular 
posts. 
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I. GENERAL 


As Public Law 480, title I agreements have been signed and implementation 
has proceeded, questions have arisen in Washington and in United States mis- 
sions abroad as to the concrete procedural applications of the division of re- 
sponsibilities among the United States agencies concerned with the administration 
of title I of Public Law 480; these questions have also suggested a lack of 
adequate awareness in some missions of existing instructions on this division 
of responsibilities. The following statement is intended to reaffirm previous 
instructions and clarify some of their procedural implications in the light of 
working experience with title I of Public Law 480 to date. Chiefs of diplomatic 
missions are responsible the exercising coordination, general direction, and 
leadership in the conduct of all title I, Public Law 480, matters, to assure that 
United States foreign policy objectives are properly met; that activities of all 
field representatives of agencies with responsibilities pursuant to the act are 
effectively coordinated; that friendly relations with foreign governments are 


not impaired; and that foreign governments clearly understand the procedures 
and objectives of title I, Public Law 480. 


II. AGENCY RESPONSIBILITIES 


The following basic documents set out the provisions of Public 480 and the 
interagency division of responsibilities for administering these provisions: 

(1) Agricultural Trade Development and Assistance Act of 1954 (Public 
Law 480, 83d Cong., as amended by Public Law 25 and Public Law 387, 84th 
Cong.). 

(2) Executive Order No. 10560, September 9, 1954 (pp. 70-71 of the 1954 
supplement to Title II1: The President, Code of Federal Regulations). 

(3) President’s letter of September 9, 1954, concerning Executive Order No. 
10560. (Department of State Bulletin No. 797 of October 4, 1954.) 

(4) Executive Order 10575, November 6, 1954 (pp. 79-83 of the 1954 sup- 
plement op. cit.). 

Chiefs of missions should assure familiarity with these documents by all 
personnel at their posts concerned with the operation of title I of Public Law 
480. 

Very briefly, these documents contemplate or provide that a number of 
agencies have a responsibility for administration of title I. Primary respon- 
sibility in Washington is in the Department of Agriculture, with important 
phases vested in the Department of State and ICA, and with ancillary responsi- 
bilities assumed by the Defense and Treasury Departments, the Office of Defense 
Mobilization, and the Budget Bureau. The coordination required by this joint 
administration is achieved in Washington: firstly, through a senior interagency 
policy committee known as the Interagency Committee on Agricultural Sur- 
plus Disposal, headed by a representative of the White House office (Mr. 
Clarence Francis) ; secondly, through a staff committee chaired by the De- 
partment of Agriculture and known as the Interagency Staff Committee on 
Agricultural Surplus Disposal (ISC); and, thirdly, through continuous inter- 
agency consultation and clearances on the substance of implementation questions 
as they arise. 

Through the foregoing committee structure, title I policies and sales pro- 
grams are developed, reviewed, and approved by the interested agencies, while 
the individual agencies prepare proposals for ISC consideration and followup 
on the administration of their respective responsibilities. The division of the 
major responsibilities for title I is as follows, although several of the respon- 
sibilities listed are to some extent shared: 

(1) Leadership in determining the countries, quantities, and commodity com- 
position of United States surplus sales—Agriculture. 

(2) Coordination of preparation of negotiating instructions and draft sales 
agreements—Agriculture. 

(8) Coordination of programs with United States foreign policy, and nego- 
tiation and consultation with foreign governments—State, utilizing specialists 
of other agencies for appropriate aspects of negotiations. 

(4) Coordination of programs with the MSP; coordination of preparation 
of negotiating instructions and draft loan agreement: use of local currency 
proceeds to promote economic development and multilateral trade, and to 
purchase goods and services for third countries—ICA. 

(5) Arranging for the procurement and shipment of commodities and the 
deposit of local currencies—Agriculture. 
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Other responsibilities connected with title I administration are distributed 
as follows: 


(1) Use of local currencies to develop markets for United States agricultural 
commodities—Agriculture. 

(2) Use of local currencies to purchase strategic materials—ODM, which 
issues necessary authorizations to GSA to purchase. 

(3) Use of local currencies for military purchases for common defense— 
Defense. 

(4) Use of local currencies to pay United States obligations abroad—iis- 
bursing officers and agencies responsible for effecting payments. 

(5) Use of local currencies for international educational exchange activi- 
ties—State. 

(6) Regulations governing purchase, custody, deposit, transfer, and sale of 
foreign currencies—Treasury. 

(7) Allocation and apportionment of local currency proceeds to administer- 
ing agencies, and exercise of waiver authority in section 104—Budget Bureau. 

(8) Publicizing abroad title I activities as appropriate—USIA. 


Ill. FIELD COORDINATION 


The Washington agencies assigned these responsibilities must of course rely 
largely on their respective field staffs in discharging such responsibilities, 
Because of the many facets of title I and the specific allocation of responsibilities 
among agencies, positive coordination by chiefs of mission and full and timely 
participation of all field representatives concerned are essential. The pertinent 
paragraphs from the President’s letter of September 9, 1954, read: 

“3. The delegation to the State Department of responsibility for negotiations 
with foreign governments is intended to give recognition to State Department’s 
eentral responsibility in this area. Other agencies directly concerned with the 
substance of the negotiation, however, must continue to carry substantial respon- 
sibility in such negotiations. Moreover, it is assumed that these other agencies 
will conduct day-to-day discussions with representatives of the foreign govern- 
ments in implementing basic agreements reached with such governments. Such 
discussions, of course, must be in conformance with the foreign-policy responsi- 
bilities of the State Department and the chiefs of our diplomatic missions. 

“4. It is imperative that we continue to coordinate United States programs 
affecting other nations. For this reason, the accompanying Executive order 
makes this program subject to my previous instructions with respect to coordi- 
nation of United States activities in foreign countries. Under those instruc- 
tions, the chief of the diplomatic mission is the principal officer of the United 
States in each country and has full responsibility and authority for assuring 
effective action in that country.” 

The reference to “my previous instructions” (in par. 4 of President’s letter 
quoted above) is to the provision for field coordination in Executive Order 10575, 
which is made applicable by Executive Order 10560 to activities under Public 
Law 480. The substance of these previous instructions is to provide that the 
field coordination mechanism for Public Law 480 shall be the same as that for 
the mutual-security program—joint consideration by the field representatives of 
the responsible agencies under the leadership of the chief of mission. In the 
event agreement in the field cannot be reached, Executive Order 10575 provides 
that the chief of mission may recommend a course of action ; however, representa- 
tives of other agencies have, under the Executive order, not only the right but 
the obligation to see that unresolved differences are jointly referred to Wash- 
ington for solution when in their judgment the solution proposed at the country 
level does not adequately meet their agencies’ responsibilities. 

The exact division of duties among field representatives in the conduct of nego- 
tiations relating to title I, Public Law 480, may vary from post to post, depend- 
ing on the type of personnel available, the content of the specific Public Law 480 
program under consideration, and other local factors. The various agency rep- 
resentatives should participate in negotiations and maintain contact with their 
Washington offices to whatever extent is necessary to enable them effectively to 
discharge their particular responsibilities for the implementation of Public Law 
480. After Public Law 480, title I, programs pass from the negotiation of the 
sales agreement to the implementation stage, the various agency representatives 
should assume responsibility for the aspects of implementation charged to their 
agency, subject, of course, to the overall coordinating authority of the chief of 
the diplomatic mission over all United States activities at his post. Although 
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it is intended that field representatives concerned will consult freely with their 
opposite numbers in the foreign government in connection with their assigned 
responsibilities, the chief of diplomatic mission is responsible to see that care is 
taken to avoid any possible inadvertent misunderstandings or misrepresentation 
of United States foreign policy. 


IV. TYPICAL OPERATIONAL SEQUENCE FOR PUBLIC LAW 480, TITLE I, PROGRAMS 


In order to clarify the operational implications of the foregoing divisions of 
responsibility for title I of Public Law 480, there follows a description of a 
typical sequence of steps in carrying a Public Law 480, title I, program from 
the initial proposal stage through the implementation stages. It should be under- 
stood, however, that variations in this sequence may occur for any individual 
program for special reasons applicable to the development of that program, and 
that this generalized description omits many particulars. The responsible agen- 
cies have issued or will issue separately to the extent necessary and after appro- 
priate clearance, detailed operating instructions for the various phases of Public 
Law 480, title I, implementation for which they are responsible. 

1. Proposals for Public Law 480, title I, programs may originate from any 
interested source, e. g., from field missions, from foreign governments, or from 
one of the interested Washington agencies. 

2. All recommendations and proposals for title I sales programs are referred 
to the Department of Agriculture, which is responsible for assuring and coordinat- 
ing the preparation of the necessary papers, either independently or in coopera- 
tion with other interested agencies, for the consideration of the Staff Committee 
on Agricultural Surplus Disposal (ISC). This Committee includes representa- 
tives of Agriculture, State, ICA, Treasury, Defense, Commerce, Bureau of the 
Budget,and ODM. (USIA sits as observer.) 

3. Under the chairmanship of an Agriculture Department representative, 
the ISC considers and approves sales agreements for negotiation and the asso- 
ciated negotiating instructions to United States field missions. VPolicy differences 
that the ISC is unable to resolve are referred to the Interagency Committee 
on Surplus Disposal. The sales agreements include both the magnitude and 
terms of the proposed sales of United States agricultural commodities, and the 
division of the local currency proceeds among the various categories of uses 
authorized by the subsections of section 104 of Public Law 480. They may also 
specify some broad types of local currency uses or limitations within the use 
categories stated in section 104. 

4. The negotiating instructions for title I sales agreements are transmitted 
to the field through State channels, except for a few agreements which are ne- 
gotiated in Washington. Upon receipt of the negotiating instructions, the chief 
of the diplomatic mission turns to a United States staff group at his post to 
consult on and carry out the necessary negotiations. This staff group will proba- 
bly already have been constituted to coordinate a series of exchanges between 
the interested agencies and their field staffs while the United States negotiating 
proposals were being developed. The State Department has the overall responsi- 
bility for negotiations, which are therefore ordinarily conducted under the direc- 
tion of the chief of the diplomatic mission. It is expected, however, that he will 
rely heavily for this purpose on officers from agencies with the specific imple- 
mentation responsibilities for the agreement under consideration, and especially 
on USDA representatives for the commodity aspects of the negotiations and on 
ICA representatives with regard to uses of the local currency proceeds and the 
relation between Public Law 480 and Mutual Security Act programing, to the 
extent that representatives of these agencies are available at his post. 

5. Problems arising either before negotiatious are initiated with foreign gov- 
ernments or during the course of negotiations may be referred to Washington. 
Joint replies thereto are usually prepared, with action responsibility in the agency 
in whose area the problem falls, and approved by State, Agriculture, and ICA, 
with other agencies participating with respect to matters affecting them. Any 
departures from the negotiating instructions must receive such joint clearance. 
When negotiations are concluded, the chief of mission is usually authorized to 
sign the agreement for the United States without returning it to Washington for 
final clearance (except for foreign-language versions). However, any textual 
changes in the agreement must be cleared with Washington prior to signing. 

6. In addition to the basic sales agreement, several subsidiary agreements are 
ordinarily required to govern implementation of the local currency use aspects 
of the basic agreement. These agreements are usually negotiated after the 
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basic sales agreement is signed, but some of them may need to be wholly or 
partially negotiated simultaneously with the sales agreement. The develop- 
ment of the content of these local currency use agreements and their negotia- 
tion is normally carried on by the direct or delegated representatives of the 
igencies responsible for the particular uses in question, operating under the 
veneral direction of the chief of the diplomatic mission who has final responsi- 
bility for negotiating agreeinents with foreign governments in accordance with 
Executive Order 10560. As noted above, the responsible agencies have pro- 
vided or will provide the necessary detailed instructions to their field repre- 
sentatives coordinating their activities with other interested agencies in Wash- 
ington through normal interagency consultation and clearance procedures. 

7. The most important of these subsidiary agreements is usually that govern- 
ing the uses of local currency apportioned for economic development purposes 
(subsee. 104 (g) of Public Law 480). For this purpose, there is first 
“loan agreement,” per se, which is primarily a technical agreement covering 
the terms of subsection 104 (g) loans (interest rate, repayment schedule, ete.), 
A copy of the draft agreement is sent to the USOM for consideration by the coun- 
try. After agreement has been reached on the terms of the loan, the copy of 
the loan agreement for signature in Washington is prepared by the Export- 
Import Bank after authorization by ICA. The borrowing government is asked to 
empower its ambassador or other representative to sign the formal agreement 
with the Export-Import Bank. In addition, there mrust also be an agreement 
or agreements on the spec ific uses to be made of the loan funds and on the 
degree of United States surveillance or control of these uses to be applied. In- 
structions on the form of these agreements and associated procedures are cur- 
rently being prepared. These specific use agreements will normally be nego- 
tiated and signed by the USOM. 

The procurement, shipment, and financing of all sales covered by title I, 
Public Law 480, agreements are governed by USDA regulations, procedures, and 
forms. Generally, procurement action may begin as soon as the basic sales 
agreement is signed, whether or not the subsidiary agreements on local currency 
use have been completed. To initiate procurement, it is necessary for the host 
government to prepare and submit applications for the purchase of individual 


commodities and to accept purchase authorizations. In order to conduct these 
operations and to handle details of executing a sales program, it is advantageous 
to have someone in the embassy of the foreign government in Washington spe- 
cifically designated and empowered to work with USDA in such matters. 


9. Instructions covering the collection and deposit of foreign currencies ae- 


eruing from Public Law 480 sales are covered in Form FAS 480 authorizations 
and joint Treasury-State messages relating to specific agreements. (Basic in- 
struction is Department of State CA-4325, January 5, 1955; subject : Accounting 
for Foreign Currencies Received From Sale of Agricultural Commodities Abroad 
Under Various Provisions of Law.) The sales proceeds are deposited in a 
special bank acount of the United States Government which is maintained by 
the United States disbursing officer of the embassy and accounted for in his 
books in a foreign-exchange account designated by the Secretary of the Treasury. 
As the proceeds are subsequently apportioned to the agencies which administer 
the various kinds of local-currency uses, they are transferred to separate ac- 
counts which each administering agency maintains for this purpose. 

10. The Bureau of the Budget is responsible for making allocations and ap- 
portionments to agencies in Washington which are responsible for carrying out 
programs for the use of foreign-currency proceeds. In so doing, they are of 
course governed by the provisions of the sales agreement governing the use of 
the sales proceeds. The apportionments control priorities over the use of cur- 
rencies. Agencies in Washington which receive fund apportionments make allot- 
ments to their representatives at foreign posts, as appropriate, and prescribe the 
procedures for obligating and expending the local currencies that have been 
allotted by them. 


Mr. Armstrone. On the understanding that it had gone in the 
record, we brought along two more this morning, one of which deals 
with the loan policy, the basic instruction on loan policy. 

Senator Humpurey. This is the first document ? 

Mr. Armstrronea. Yes. 


Senator Humrpurey. This is an unclassified document ¢ 
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Mr. Armsrronc. This is an unclassified document; yes. We have 
already given the clerk of the committee the second and third docu- 
ments which [ am now mentioning. The second one is the instruction 
on the loan policy, and the third one is a joint message which we and 
the Department of Agriculture sent out to agricultural attachés and 
officers dealing with agricultural matters with respect to the use of 
the funds set aside under 104, I think it is (a), for market develop- 
ment purposes. This outlines details of how such projects should 
be developed. 

(The documents referred to above are as follows :) 

JANUARY 25, 1957. 
Subject: Public Law 480 loan policy. 

1. This airgram will summarize Public Law 480 loan policy, with respect 
particularly to maintenance of dollar value. In recent months many nego- 
tiating difficulties have arisen because of misunderstanding on the part of some 
United States negotiators and foreign negotiators as to the importance of the 
maintenance of value provision in United States loan policy. 

2. The dollar value of foreign currency loaned to foreign governments under 
Public Law 480 loan agreements has been maintained by denominating the 
amount of the loan and the interest payments in United States dollars and 
by requiring any payments of principal and interest in local currency to be at 
the “applicable exchange rate” (defined in pars. 3 (a) and 3 (b) of the standard 
loan agreement) in effect on the date when such payments are made. This 
provision represents United States Government policy as established by the 
National Advisory Council on International Monetary and Financial Problems. 
Missions are not authorized to negotiate changes in this policy. 

3. Under present policy no exchange guaranties will be required on deposits 
and on the portion reserved for United States uses. This means that the United 
States assumes the risk of currency depreciation on the portions reserved for 
United States uses and on the loan portion of proceeds prior to its disburse- 
ment under the loan agreement, e. g., this policy does not (repeat not) extend 
to local currency once disbursed under the act. 

4. A clear understanding of this policy should be secured before sales agree- 
ments are signed. A revision of the standard sales agreement is under way to 
make explicit the requirement for maintenance of dollar value on loans. In- 
form foreign negotiators at the time the sales agreement is negotiated that the 
supplementary loun agreement covering the loan portion agreed to under the 
sales agreement requires maintenance of the dollar value of the foreign cur- 
rency loaned. This maintenance of value requirement is covered by denomi- 
nating the amount of the loan in dollars and by exchange rate provisions requir- 
ing payments of principal or interest in the form of local currency to be made 
at the “applicable exchange rate (defined in pars. 3 (a) and 83 (b) of the loan 
agreement) in effect on the date on which the payments are made.” 

5. Only one exception has been allowed. The loan to Brazil following the 
first sales agreement carried no exchange guarantee. In this case the interest 
rate was raised to 5 percent. The NAC agreed to this exception on the assump- 
tion it was necessary in order to conclude the commodity sale. Subsequently 
NAC returned to the original policy of requiring maintenance of value, for Brazil 
and all other borrowing countries. This single exception is cited by foreign 
negotiators in their efforts to persuade embassies and missions to abandon main- 
tenance of value. United States negotiators should explain that the Brazilian 
loan was a special case and must not be considered a precedent. A second 
Public Law 480 sale to Brazil was made on December 31, 1956, and a loan 
agreement signed on January 7 both with provision for maintenance of dollar 
value on the loan. NAC policy does allow requests for exceptions to come to 
NAC. No case for exception would be submitted to NAC except under extra- 
ordinary circumstances. However, approval of such requests is extremely un- 
likely because, like the Brazilian case, exceptions encourage others to seek them 
and thus undermine policy. 

NAC action No. 840 of December 1, 1955, states the policy as follows: “It is 
the view of the Council that exchange guaranties should normally be obtained 
in loan agreements under * * * (Public Law 480). Individual cases in which 
the administering agencies believe that efforts to obtain an exchange guaranty 
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would jeopardize the objectives of the program should be referred to the Coun- 
cil for further consideration.” 

The discussion at that Council meeting was particularly in terms of whether 
requiring exchange guaranties would handicap making of sales agreements. At 
the same Council meeting the specific application under another large Public 
Law 480 sales agreement of the exchange guaranty applicable to the loan 
portion was considered and it was the sense of the Council not to make another 
exception in this case because further exceptions might become the rule. Since 
then all requests, official and unofficial, for waiver of exchange guaranties on 
Public Law 480 loans have been discouraged and denied. It should be noted 
that sales totaling $2,826 millions (CCC cost) have been made as of December 
31, 1956, practically exhausting existing authority and that with the one excep- 
tion of the first sale to Brazil all sales agreements were concluded without 
waiving the exchange guaranty for loans. 

6. It is important that embassies and missions relate Public Law 480 loans 
with mutual security loans under section 505 of the Mutual Security Act. Poli- 
cies applicable to Public Law 480 loans apply also, in part, to loans of local cur- 
rency proceeds arising from sales of agricultural surplus under section 402 
of the Mutual Security Act of 1955, as amended. The latter without exception 
earry exchange guaranties. If exceptions are given on Public Law 480 loans 
the 402 program and the mutual security loan program would be seriously 
damaged. 

7. In connection with the provision for the maintenance of dollar value of the 
loan it may be explained to foreign negotiators that this provision would give 
the foreign country the benefit of any appreciation in the exchange rate for its 
currency as well as protecting the United States against any depreciation in 
the exchange rate of the foreign country’s currency. 

8. Occasional questions arise about Public Law 480 interest rates and the 
differential between the interest rates for local currency and dollar payments. 
This policy is not negotiable and no exceptions have been made. Similarly, the 
grace period of 3 years on interest and first payment on principal in 4 years are 
standard policies. 

9. The policy recently adopted of negotiating reservations of agreed portions 
of Public Law 480 loan funds for relending by the foreign governments to private 
enterprise through appropriate local financial institutions will not affect mainte- 
nance of value policy. United States terms on the portion to be so reloaned will 
be the same as for the portion for friendly government use. Local governments 
will be encouraged to assume on a nondiscriminatory basis the exchange risk 
on such loans to private enterprise, and in their discretion, to utilize the interest 
earnings obtained through such relending in providing for compensation for this 
risk although it is recognized that these are matters for determination by the 
foreign government. Circular XA-123 of August 4 to certain posts and forth- 
coming additional instructions will cover this and other pertinent matters in 
connection with this policy. 

10. A clear understanding of the policy positions outlined above should reduce 
future negotiating difficulties on these points. 


[Unclassified ] 


Subject: Market development program for the Department of Agriculture 
financed with foreign currency. 

I. Purpose—The purpose of these instructions is to clarify certain policies, 
procedures, and responsibilities of agricultural attachés and embassy adminis- 
trative and certifying officers and cooperators in connection with the market 
development program of the Department of Agriculture financed with foreign 
currencies. These activities include specific projects financed with foreign cur- 
rencies generated from the sale of surplus commodities under section 104 (a) 
of Public Law 480 allotted by the Department of Agriculture (FAS) to the agri- 
cultural attaché at a post. Generally, such projects will involve a cooperative 
agreement between the Department of Agriculture and a United States trade 
organization. American trade organizations may, under such agreements, 
arrange agreements or contracts with foreign organizations to carry out activi- 
ties ‘to promote the sale and consumption of United States agricultural com- 
modities. The procedures for initiating such projects are provided in regula- 
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tions issued by the Foreign Agricultural Service—FAS Operations Memorandum 
No. 7, dated July 20, 1956, a copy of which is attached. 

ll. Authority.—Market development activities of the Department of Agricul- 
ture are authorized by section 104 (a) of Public Law 480, 88d Congress, which 
authorized the use of foreign currencies “to help develop new markets for United 
States agricultural commodities on a mutually benefiting basis.” Contracts 
and/or cooperative agreements initiated by the Department of Agriculture with 
United States trade organizations are prepared under Department of Agriculture 
procedures, and agreements are cleared by the General Counsel of the Department 
of Agriculture. 

Ill. Responsibilities of the agricultural attaché—Agricultural attachés will: 

A. Represent and act for the Administrator of the Foreign Agricultural Service 
as hereinunder specified. 

Bb. Develop and recommend specific market development projects. 

©. Review and comment on market development projects developed by FAS. 

D. Ascertain the attitude of foreign-trade groups and local government agen- 
cies, Where appropriate, toward proposed projects. 

EK. Provide guidance for, coordinate, and inspect from time to time project 
operations in this country for compliance and evaluation of performance. 

F. Administratively approve vouchers covering expenditures for carrying out 
market development projects where services have been performed in accordance 
with the agreements. Pursuant to FAS Operations Memorandum No. 7, the 
cooperator is required to certify as to the expenses incurred and to attach 
to the billing detailed records, or have available for inspection or audit, records 
supporting such expenses. In the case of advances of funds where provided for 
in the project agreement, no expenses will have been incurred at that point. 
Therefore, this certification by the cooperator will not be required. The agri- 
cultural attaché may request that an administrative examination of vouchers 
be made on his behalf by the administrative staff of the embassy (see par. LX 
below.) In all cases, however, the agricultural attaché or his designee 
responsible for giving administrative approval to all vouchers. 

G. Administratively approve vouchers upon request and recommendation of 
FAS/Washington, where expenditures are in connection with activities involving 
more than one country such as a regional office. 

H. Shall be responsible for the settlement of advances of funds under see- 
tion VI. 

IV. Responsibilities of embassy certifying officers—It is mutually agreed 
that the Department of Agriculture shall be responsible for satisfying any re- 
quirement for obtaining from cooperators, and furnishing to certifying oilficers 
additional documentation to support expenditures or for providing legally suffi- 
cient certification by cooperators as provided in FAS Operations Memorandum 
No.7. In exercising his functions, the certifying officer will: 

A. Determine that the cooperator’s certification is provided in accordance 
with FAS Operations Memorandum No. 7, and section ILI, F’, above. 

B. Determine that the administrative approval of the agricultural attaché 
has been obtained and request the agricultural attaché to obtain and furnish 
such additional documentation as may be deemed appropriate. 

C. Determine the correctness of the vouchers and that they are in accordance 
with program and/or project agreements entered into by the Department of 
Agriculture on the basis of the administrative approval as provided in IIT, 
F and G, above. 

V. Responsibilities of United States cooperators.—United States trade co- 
operators who enter into program and project agreements with the United 
States Department of Agriculture are responsible for : 

A. Carrying out or supervising or directing project activities in the country 
concerned. 

B. Taking adequate steps to insure that funds made available by the United 
States Department of Agriculture for market development projects are spent 
judiciously and for the purpose of carrying out the terms of the program and 
project agreements. 

C. Cooperating in all respects with the agricultural attaché in the country 
concerned and to the greatest extent practicable keep the agricultural attaché 
informed of his activities. 

D. Certifying expense statements as required by Foreign Agricultural Service 
Operations Memorandum No, 7. In those cases where the cooperator does not 
retain a representative in the foreign country, he will take steps to designate, 
in writing, a local representative who shall have authority to certify expenses 
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for payment. This in no way relieves the United States cooperator of super- 
visory or financial responsibility under project agreements. 

B®. Furnishing such additional documentation as may be required by certifying 
officers to support expenditures. 

VI. Advance of funds.— 

A. In order to facilitate the use of foreign currencies in connection with 
market development projects most agreements entered into by the Department 
of Agriculture will provide for an advance of funds to be made to the cooperator, 

B. A cooperator, upon the furnishing of a satisfactory bond to the USDA, 
may receive an advance of funds. A copy of the bond, or a copy of a commn- 
nication from FAS/Washington indicating that a bond is on file in that office, 
together with a project agreement, should be furnished to the certifying officer, 
Generally, it is essential that this transaction be expedited upon the arrival 
of a cooperator in the foreign country in order to permit the immediate use of 
foreign currency in lieu of United States dollars. Where practicable, upon 
completion of the project, settlement of advances of funds should be made by 
the cooperator or his representative prior to departure from the country. 

C. An advance of foreign currency may be made to a United States Govern- 
ment employee when authorized in his travel authorization. (See par. 7 (b), 
FAS Operations Memorandum No.7.) FAS/Washington will assist in the settle- 
ment of the advance, but responsibility for final clearance will be at the post. 

VIL. Travel of non-Government personnel.—Under the cooperative agreements 
entered into by the Department of Agriculture, the Department generally agrees 
to pay the travel, living, and other expenses of representatives of United States 
trade organizations or other cooperators in connection with market development 
projects. Whenever possible, arrangements are made to purchase international 
travel with foreign currencies. When FAS obtains transportation for the co- 
operator this results in the submissien of a billing by the carrier to the embassy 
in the country concerned. A travel authorization form is normally used by 
FAS to authorize the purchase of transportation and will specify the types of 
expenses that may be paid to a non-Government traveler in connection with a 
market development activity. Unless otherwise authorized, per diem rates as 
prescribed by the standardized Government travel regulations will be paid for 
living expenses. In addition, other expenses in connection with travel, including 
expenses for promotional activities such as dinners, luncheons, etc., may be 
authorized. The certification of the cooperator or his representative and the 
administrative approval of the agricultural attaché will be sufficient to permit 
the certifying officer to certify the billing for payment, except that where FAS 
obtains transportation, the certification of the cooperator is not required (see 
FAS Operations Memorandum No. 17 attached). 

VIII. Trade fairs and other agricultural exhibits —The United States De- 
partment of Agriculture’s participation in trade fairs is financed with foreign 
eurrencies accruing under Public Law 480. The purpose of such participation is 
to help develop new markets for United States agricultural commodities. The 
use of foreign currency allotments for participating in trade fairs will be author- 
ized on the basis of a project outlining the amount of funds available, the pur- 
poses for which the funds may be expended, and the administrative arrange- 
ments planned. Where the Department of Agriculture, by agreement, jointly 
participates in an international trade fair, with the Department of Commerce, 
it is suggested that the agricultural attaché delegate to the trade fair manager, 
who may in some cases be a Department of Commerce employee, authority to 
obligate funds within a specified amount and for purposes mutually agreed upon. 
Such an arrangement does not relieve the agricultural attaché of his responsi- 
bility for maintaining adequate control of funds within the amounts authorized, 
and for administrative approval of expenses from funds allotted to him. In 
the case of trade fairs or other exhibits where the participation is solely the 
Department of Agriculture, the agricultural attaché will normally delegate 
to a Department of Agriculture employe who is designated as the exhibit man- 
ager, authority to obligate funds within specified limits. 

IX. Administrative support for Public Law 486 activities—The Department 
of Agriculture does not have adequate appropriated funds available to support 
additional functions resulting from Public Law 480 activities overseas. Public 
Law 480 foreign currency allotments have been made to agricultural attachés 
to cover additional expenses such as local personnel, office space, utilities, fur- 
niture and equipment in the agricultural attaché’s office. These foreign cur- 
rency allotments are also available to reimburse embassies for additional ex- 
penses incurred by administrative staffs for fiscal, audit, contracting, and other 
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work performed in connection with Public Law 480 activities. The additional 
requirements in the agricultural attaché’s office resulting from Public Law 480 
activities will be determined by the agricultural attaché. The additional cost 
for administrative support will be determined and agreed upon by the agricul- 
tural attaché and the administrative officer of the mission. The amounts so 
agreed upon should be jointly reported to the Department of State and the De- 
partment of Agriculture to permit the necessary allotment of funds by State. 
These administrative support costs should also be separately identified on the 
regular administrative support schedules as may be required. Administrative 
support estimates which have been submitted by the Foreign Service posts for 
the current fiscal year do not supply identifying administrative support costs for 
Public Law 480 activities. A joint report should be promptly submitted from 
each post having a Public Law 480 program to reflect the total costs for regular 
administrative support and the total costs for administrative support for Public 
Law 480 activities. Upon instructions from Washington as to final agreed 
amounts and agreement numbers, reimbursement for support for Public Law 
480 activities will be accomplished at the post by the processing of a SF—1080 
youcher charging the Department of Agriculture’s foreign currency project for 
administrative expenses and crediting State’s “Salaries and expenses” appropri- 
ation at the appropriation level. The embassy shall notify State/Washington 
promptly when such collections have been made. 

Mr. ArmstrronG. So that you have those two, and we shall give you 
some more copies of the first one just in case there is any difficulty. 

These are the basic instructions that go to the field and are in the 
field 

Senator Humenrey. To whom do they go in the field ? 

Mr. Armstrone. They go to anybody who might have anything to 
do with the matter. 

Senator Humpurey. Your economic consultants, your economic 
officers ¢ 

Mr. Armsrrona. They go to ambassadors and mission chiefs of ICA 
missions, agricultural attachés, and everybody concerned with the 
matter. The purpose here is to assure that there is cooperative ac- 
tion in the field to match the cooperative action in Washington. 

Senator Humpurey. Has there ever been field briefings on Public 
Law 480, the law, the legislative history, the experience under this law / 

Mr. Armstrong. | know the Department of Agriculture has done 
this regularly with its agriculture attachés through regional meetings. 
We have done it through regional meetings of embassy economic 
officers. We have also undertaken to brief new personnel who are go- 
ing to posts where they will be engaged in this sort of thing. We have 
undertaken to brief them on the bac kground and the mechanics of 
Public Law 480. 

There is a constant flow of communications back and forth dealing 
with individual specific problems both of an official and of an unofl- 
cial nature. 

The main purpose is to provide our field people with as wide an un- 
derstanding of the whole matter as possible. This includes embassy 
ICA, and Agr iculture personnel. What we try to do, say, in an in- 
dividual country, is to leave it up to the ambassador to organize this 
activity as he sees fit. It may be different in one country as against 
another. 

The ICA mission chief may be more active in one place, the economic 
officer of the embassy in another place, the agriculture attaché in an- 
other place. 


The idea is teamwork under the ambassador. 
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Senator Humenrey. It is something I think we will go into in the 
Foreign Relations Committee. Today we have Mr. Matthews up for 
confirmation. I think it would be helpful. if we would ask these new 
ambassadors, some of whom are career service officers, what they know 
about Public Law 480. It isn’t just what you know; it’s in what 
spirit you know it. Sometimes I get the idea that some of our Forei 
Service people, for whom I have the highest regard—I do not mean 
to be critical, I am their friend, not their critic—are given the wrong 
slant. I have a feeling that the indoctrination which they receive as 
to Public Law 480 is that it has more problems than possibilities in 
terms of some of our friends and neighbors around the world; that the 
State Department point of view is, “You have to watch this. They 
are going to accuse us of dumping, and we will have problems relat- 
ing to it.’ I think that is a part of the general orientation course. 
But the Humphrey emphasis would be about the opportunities of 
Public Law 480. 

So if you have any group meetings over here of any people that you 
are bringing i in for a slight course of study on this, I would like to have 
you let me know, and I would also like to know what regional meetings 
have been held in which Public Law 480 has been a subject of diseus- 
sion and who discussed it. I want to know who was in charge of the 
discussion, who was the professor. 

Mr. Armsrronea. I mentioned first the Department of Agriculture. 
So I will let Mr. Garnett take care of that question. We can check 
and see what has happened with respect to any regional meetings of 
economic officers where Public Law 480 has been discussed. 

(The information submitted by the Department of Agriculture is 
as follows :) 


Regional agricultural attaché conferences were held during the past fiscal year 
in Manila and Rio de Janeiro. The Manila conference was held November 19-24, 
_ 1956, and the Rio de Janeiro conference May 20-25, 1957. 

Understandably, these conferences are used to deal with housekeeping func- 
tions, reporting requirements expected of attachés, and other administrative 
matters, but they primarily concern the commercial marketing of United States 
farm products abroad. Market development activities to expand United States 
agricultural exports are emphasized through the exchange of ideas among 
attachés and Washington personnel. Market development policies, problems, 
and procedures are reviewed. The sale of United States agricultural commodi- 
ties for dollars through regular commercial channels, of course, is given pri- 
mary emphasis. However, procedures, operations, and problems concerning Gov- 
ernment export programs such as those under Public Law 480 also receive 
attention. 

Copies of the agenda for the Manila and Rio de Janeiro conferences are 
attached. No formal report of either conference was made, as most of the dis- 
cussions at these conferences were in the nature of seminars and much of the 
discussion necessarily dealt with matters of a classified nature. 


AGRICULTURAL ATTACHE CONFERENCE, FAR EAST AND SOUTH ASIA AREA— 
MANILA, NOVEMBER 19—24, 1956 


Monday, November 19 
AFTERNOON 
Chairman: Douglas M. Crawford, attaché, Manila 


: 00-1: 15: Introductions by chairman. 

: 15-1:30: Welcome by United States Ambassador or alternate. 

: 30-2:15: Conference objectives and a report on the current situation of United 
States agriculture, by Gwynn Garnett, Administrator, FAS. 





a i 
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2:15-8:15: Discussion. 

3:15-3:30: Recess. 

3:30-4:00: United States foreign economic and trade policy, by Department of 
State representative. 

4:00-5:00: Discussion. 











Tuesday, November 20 
FORENOON 


Chairman: James H. Boulware, attaché, Canberra 





9: 00—- 9:30: Observations on the agricultural economic situation in Asia of in- 
terest to United States, by Clarence E. Pike, Chief, Far East 
Analysis Branch, FAS. 


9: 30-10: 30: Country report by each attaché and officer, 15 minutes each. 
10: 30-10: 45: Recess. 


10: 45-12: 30: Country reports, continued. 







AFTERNOON 





Chairman: Robert N. Anderson, attaché, New Delhi 


2:00-8:00: FAS and attaché’s responsibilities in increasing markets for United 
States agricultural products, by Gwynn Garnett. 
1. Promotion of normal commercial markets. 
2. Trade liberalization. 
(a) Use of GATT procedures ; embassy negotiations with local gov- 
ernment. 
(hb) Use of Public Law 480 negotiations. 
3. Use of title I, Public Law 480, to establish and regain markets. 
4. Title III, Public Law 480, relation of barter to surplus disposal and 
effect on normal commercial trade. 
5. Use of CCC and Export-Import credit program. 
6. Country agricultural development programs as related to markets for 
United States agricultural products. 
7. Competitive position of United States products in relation to other 
suppliers. 
3:00-3:15: Recess. 
3:15-5:00: Discussion. 




























Wednesday, November 21 
FORENOON 


Chairman: 





Donald L. MacDonald, attaché, Karachi 


9: 00-10:00: Surplus disposal programs (other than title I), by Gordon O. 
Fraser, Assistant Administrator, Market Development and Pro- 
grams. 

1. Section 402, Public Law 665. 
2. Title II, Public Law 480. 
8. Title III, Public Law 480. 
(a) Barter. 
(b) Disaster-relief donations. 
4. CCC and Export-Import Bank credit program for agri- 
cultural commodities. 

10: 00-10: 15: Recess. 

10: 15-12: 00: Discussion. 

AFTERNOON 


Chairman: Henry L. Buckardt, attaché, Seoul 


2:00-5:00: Title I, Public Law 480, programs, by Gordon O. Fraser and Pat- 
rick M. O’Leary, Chief, Export Programs Branch. 
1. Conditions necessary to justify initiation of a title I pro- 
gram. 
(a) Attaché, USOM, and embassy responsibilities. 
(b) FAS and other Washington agencies’ interests and 
responsibilities. 
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2. Negotiation process. 
(a) Commodity composition. 
(b) Usual marketing requirements. 
(c) Division of local currency. 
3. Government policy on triangular transactions. 
4. Procurement and shipping (O'Leary). 
(a) Negotiation of PA’s. 
(b) Purchasing financing, shipping, and administrative 
procedure (flow chart to be furnished). 
(c) Deposit of local currencies. 
(d@) Reporting—attaché responsibilities. 
(1) Arrival and utilization (including trans- 
shipments) of Title I shipments. 
(2) Usual marketing compliance—U nited 
States and global requirements. 
Notre.—(1) Discussion as needed to follow each item. (2) Recess: 3: 30- 
3:45. 
Thursday, November 22 


FORENOON 
Chairman: Elmer W. Hallowell, attaché, Bangkok 


9: 00-12: 00: Specific market promotion programs, by Gordon O. Fraser, Pat- 
rick M. O’Leary, and John D. Motz, Deputy Assistant Admin- 
istrator, Management. 

1. General responsibilities of FAS and attaché. 
(a) Trade relationships. 
(b) Reporting of opportunities. 
2. Section 104 (a) local currency projects. 
(a) General policy. 
(1) Basic requirements. 
(2) Limitations. 
(b) Procedures. 
(1) Development of projects. 
(2) Operating and supervisory arrangements. 
(3) Fiscal procedures (Motz). 
Nore.—(1) Discussion as needed to follow each item. (2) Re- 
cess : 10: 30-10: 45. 
Arrangements for individual conferences. 


AFTERNOON 


: Individual conferences between Washington staff and attachés, 
as arranged. 


Friday, November 23 
FOREN OON 


Chairman: Eugene T. Ransom, attaché, Wellington 


5: Public relations for American agriculture—You and USIA, by 
George N. Hellyer, Assistant Director, USIA. 
5: Discussion. 
: Recess. 
: The agricultural attaché job to be done, by Robert C. Tetro, 
Assistant Administrator, or alternate. 
: Discussion. 


AFTERNOON 
Chairman : Gwynn Garnett, Administrator, FAS 


: Speech by Under Secretary of Agriculture Morse. 
Discussion with the Under Secretary. 

: Recess. 

: Conference summary, by Mr. Garnett. 
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Saturday, November 24 
FORENOON 
Chairman: William J. Edens, attaché, Djakarta 


9: 00—- 9:30: Attaché reporting—Progress and evaluation, by Joseph C. Dod- 
son, area officer, Far East and South Asia. 

9: 30-10: 00: Discussion. 

10: 00-10:15: Recess. 

10: 15-10: 45: Attaché administration—Progress and problem areas, by John 
D. Motz, Deputy Assistant Administrator. 

10: 45-12: 30: Discussion— 

Office space. 

Housing. 

Transportation and field travel. 

Communications. 

Fiscal responsibilities. 

Administrative support. 

Supervision and training of personnel. 

Other administrative matters. 


PSE ONE CO NS 


or 


Adjourn. 





UNITED STATES DEPARTMENT OF AGRICULTURE, 
FOREIGN AGRICULTURAL SERVICE—TENTATIVE AGENDA 


MARKET DEVELOPMENT CONFERENCE, LATIN AMERICA—RIO DE JANEIRO, 
May 20-25, 1957 


The sessions on Monday and Tuesday forenoon will be devoted to adminis- 
trative and other internal market-development operation matters. Beginning 
Tuesday afternoon the conference will be open to invited visitors. 


Monday, May 20 
FORENOON 


Permanent Chairman: Gordon QO. Fraser, Assistant Administrator, Market 
Development and Programs, FAS 


9: 00—- 9:15: Introductions by Chairman. 
9:15- 9:30: Welcome by United States Ambassador, Ellis O. Briggs. 
9:30-10:15: Conference objectives and a report on the current situation of 
United States agriculture, by Gwynn Garnett, Administrator, 
FAS. 
10: 15-10: 30: Recess. 
10: 30-11: 00: Discussion. 
11: 00-11: 30: United States foreign economic and trade policy by Department 
of State representative. 
11: 30-12: 00: Discussion. 
AFTERNOON 
1:45- 2:00: Attaché reporting—End-user evaluation, by Arthur G. Kevorkian, 
Chief, Latin America Analysis Branch, FAS. 
2: 00- 2:30: Discussion. 
2:30- 2:45: Recess. 
2:45- 3:15: Attaché administration—Budget and fiscal details by Thomas E. 
Morrow, Director, Budget and Finance Division, FAS. 
3:15 Roundtable discussion of: 
1. Operational problems— 
(a) Relations with FAS marketing specialists. 
(b) Relations and correspondence with private United 
States trade. 
(c) Relations with market development project co- 
operators. 
(ad) Relations with embassy and other agencies—ICA, 
USIA, ete. 


to 
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(e) Visitors: Trade, congressional groups, and farm 
organization representatives. 
(f) How far can FAS be of more use to United States 
agriculture? 
2. Administrative problems. 


Tuesday, May 21 
FORENOON 


:00—- 9: : The agricultural attaché’s job, Gwynn Garnett, Administrator, 
FAS. 
: 30-10: : Discussion. 
30-10: 45: Recess. 
45-11: : Public Relations for American Agriculture—You and USIA, by 
USIA representative. 
: 30-12: : Discussion. 
AFTERNOON 


: 30-1:45: Opening remarks to welcome visitors, by Gwynn Garnett. 
: 45-2: 05: Observations on the agricultural economic situation in Latin Amer- 
ica of interest to United States, by Arthur G. Kevorkian. 
2: 05-3: : Country report by each attaché and officer on market opportunities, 
limitations, and methods for development (15 minutes for attaché, 
10 minutes for discussion). 
3: 20-3: : Recess. 
: 35-5: : Continuation of country reports. 
Wednesday, May 22 
FORENOON 
: 00-10: 45: Continuation of country reports. 
40-10:55: Recess. 
55-11: 20: Continuation of country reports. 
: 20-11: 35: Summary, by Gwynn Garnett. 
: 35-12: 00: Arrangements for individual conferences. 
AFTERNOON—1: 30 P. M. WEDNESDAY, MAY 22, TO 4 P. M. THURSDAY, MAY 23 


(Floor discussion and recess at convenience of Chairman) 


Responsibilities and activities in increasing United States agricultural ex- 
ports, by Gordon O. Fraser, Patrick M. O’Leary, Associate Director of Foreign 
Trade Programs, FAS, and Clarence L. Miller, Associate Administrator, Com- 
modity Stabilization Service. 


1. Expansion of normal commercial markets. 
(a) The role of private trade. 
(b) The role of Government. 
(c) Section 104 (a) market development program—General and by 
country. 
Use of special surplus-disposal programs to relieve surplus accumulation and 
maintain and expand commercial markets for the future. 

(a) CCC policies and procedures, export sales and barter. 
(b) CCC and Export-Import Bank credit programs. 
(c) Public Law 480 (including grants and donations). 


. Private trade statements and discussion on expansion of commercial mar- 
kets by commodity groups. 


CONTINUED THURSDAY AFTERNOON 
: 00-5: 30: Individual conferences. 
Friday, May 24 
FORENOON 


9:00— 9:15: Introduction of Secretary of Agriculture, by Gwynn Garnett. 
9: 15-10: 00: Speech by Secretary of Agriculture Ezra T. Benson. 
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10: 00-10: 
10: 30-10: 
10: 45-11: 
11: 15-12: 





: Discussion with the Secretary. 
Recess. 

: Conference summary, by Gwynn Garnett. 
: Individual conferences. 
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AFTERNOON 
(Field trip) 
Saturday, May 25 


FORENOON 












































9:00: Continue 
Adjourn. 


individual conferences. 


Mr. ArmstronG. I would also just like to say, Senator, that there 
are, of course, problems connected with Public Law 480 from the 
standpoint of foreign relations, and I agree there are opportunities in 
Public Law 480. We have tried, we do try at least to the extent that 
I know anything about it, we do try to see to it that your personnel 
who go abroad are aware of the opportunities and problems, because 
we think this is necessary to a balanced view. 

Senator Humpurey. Right. I thoroughly agree with that. I just 
have the feeling, and I just express it to you so will know there is 
some concern, since I am on this committee and the Foreign Relations 
Committee, that this is a good combination. 

By the way, there are three on this committee who are on the Foreign 
Relations Committee—Senator Aiken, Senator Hickenlooper, and 
myself are on both committees. 

I have the feeling, maybe not well grounded by fact, you know, 
just one of those feelings, that the intimacy of knowledge, of the ex- 
perience under Public Law 480 and the possibilities for its proper 
use, was somewhat lacking in Foreign Service circles. That may be 
unfair. If it is, I want to give all sides the benefit of the doubt. 

Mr. Armstrone. Sometimes, you know, Senator, you are better 
informed on the complaints you get than you are on things that you 
do successfully. 

Senator Humpnrey. I surely understand that. I just thought I 
would let you know of our interest in it—a kind of a continuing 
interest. 

Mr. Armstrona. We will bear it in mind. 

Senator Humpnurey. Just as one Member of Congress. 

Mr. Armstronc. We do hope that the documents which we have 
made and will make available will be helpful to you in this connection. 

Senator Humpnurey. Senator Talmadge, we are happy to have you 
here. 

Senator Tatmapcr. I am sorry I haven’t been able to attend any 
more of these meetings. I congratulate you on these hearings. I just 
wanted to drop in for a few minutes. 

Mr. Armstrona. I can go on to your question 3. 

Senator Humpurey. Let’s do that. 

Mr. ArmstronG. The status of the CARE program in Egypt is 
that the only CARE program that is operative there at the moment 
is the one for the economic refugees in the Gaza strip who do not 
qualify for the United Nations Relief and Works Agency program. 
This is a supplementary ration program handled by CARE. There 
Is no general CARE program operating in Egypt at this time. 
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We understand that the CARE people will be coming to the De- 
partment shortly to present their proposal for a peer for 1958, 
Senator Humpurey. Haven’t you had a proposal from CARE? 

Mr. Armstrone. We have heard from CARE about this, I under- 
stand. The situation is that there is no general CARE program at 
the present time. 

Senator Humpurey. I know that. That is why I asked the ques- 
tion. I have been in communication with the Department of State 
on this. Here is my correspondence with CARE. I understand that 
CARE has been asking you to say “Yes” or “No” over in the State 
Department for months. I met Mr. Devine while I was there. I had 
a long talk with him. 

I want to make it a matter of record that the CARE program had 
excellent cooperation from the Government in Egypt. This was good 
cooperation. I happen to feel that since CARE is a voluntary pro- 
gram, it should be removed from Government policies as much as 
possible, recognizing, of course, that CARE gets its foodstuff from a 
policy of Government. It is an independent agency. It is not one 
that is operated by the Government of the United States. Therefore, 
even though our foreign policy toward Egypt may be less friendly or 
less considerate than toward some other countries, because of the facts 
of international life, CARE itself is independent from the Govern- 
ment. The CARE program has asked for foodstuffs. CARE has 
asked for dried milk, butter oil, cottonseed oil, wheat, rice, cheese. 
They have been asking for this since September last, I believe. 

I want to read to you just a little bit. 

The need in Egypt as of today is as great if not greater than the time CARE 
commenced operation. That CARE has been able to generate a tremendous 
amount of good will for the United States is very obvious. 

Recently Mr. Parker T. Hart, first secretary of the American Embassy, offi- 
cially explained “that he was surprised that President Nasser had thanked the 
American organization CARE, because he did not think President Nasser was 
thanking anybody for aid but the Russians these days.” 

Quite frankly, CARE was the only American organization, including United 
States Government agencies, to be thanked officially and publicly by Nasser and 
the Council of Ministers. People in Egypt are existing on a daily borderline of 
starvation. It has been officially stated by President Nasser that over 85 per- 
cent of his population faces starvation daily. As a direct result of the decision 
to withhold agricultural supplies distributed through CARE, the Egyptian 
Government was forced to discontinue its feeding scheme within the republic 
with the exception of the school feeding scheme, which has decreased to 250,000 
students daily. This was all they could afford. The Egyptian Government and 
people find it difficult to understand why a humanitarian endeavor such as a dis- 
tribution of large American surplus commodtiies should be stopped because of 
political problems. If you are instrumental in securing the release of these 
supplies to the needy in Egypt, I believe you will be rendering the United States 
people a great service. The good will of the people of Egypt, no matter what 
their leader’s political leaning may be, is essentially for the better understanding 
of peace and hope. 

I understand the difficulties of dealing with President Nasser. I 
recognize the apparent friendship which he is exhibiting for the Soviet 
and the amount of political activity in which he is involved. 

My interest in the CARE program for Egypt is not an interest in 
the politics of Mr. Nasser. I just happen to think the people are 
going to be there when he has gone. I would like to have American 
policy directed toward the people in this area. I happen to believe 
this 1s important all through the Middle East. These leaders are 
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going to come and go. Believe me, they come and go fast in that 
area of the world. That is a volatile area. The people, however, 
will be there for a long time. 

What I want to know is why has the request of CARE to the State 
Department and to our Gov ernment not been responded to, either 
affirmatively or negatively, because they have not had an affirmative 
or negative response. 

Mr. Armsrrone. Senator, I am sorry, but I cannot speak on this 
question of why, except in executive session. I can say we are fully 
aware of the importance of getting something definitive on this point. 
We hope to be able to be definitive in the near future. I am not ina 
position to say anything more than that this morning publicly. I can 
speak a little bit to the point in executive session, if you wish, sir. 

Senator Humpnrey. That will be helpful and interesting. I am 
trying to be very considerate about this. I just happen to believe 
this program is an important program in this area of the world. We 
haven’t broken off relations with the country. These people need 
some help. These schoolchildren need some help. This is one of the 
greatest opportunities that we have ever had to get to the people. 

I was just noticing here the number of different religious groups 
through which we work, 

Speaking of the commodities that have been used in Egypt by 
CARE, these commodities were to be used largely for a school feeding 
program for 1,900,000 throughout the R epublic of Egypt, ine luding 
Gaza. In all, food would be distributed to 7,647 Moslem schools, 279 
Coptic schools, 102 Catholic schools, 122 Protestant schools, 2 Sewieh 
schools, and 1 Masonry school. Together with the commodities con- 
tributed by the Egyptian Government, the American people through 
CARE contributed one full meal a day to the student body in Egypt, 
of course with the exception of the higher educational branches, which 
were not eligible to receive supplies through Public Law 480. 

I want this record to be clear that the people of Egypt know that 
the people of America gave this. I checked this intimately and care- 
fully, that the ¢ tovernment of E gypt completely and all the way down 
the line, in terms of bulletins, notices, radio programs, public press 
announcements, made known everything that went on. 

I have been told, for example, that the Government had not co- 
operated. I checked it. Here, for example, is the picture that ap- 
peared in all the leading papers, showing the President of Egypt 
congratulating the president of CARE. That is a news story ‘that 
appeared in the papers of Egypt. 

The only friendly thing that has been said about the United States 
in Egypt has been the CARE program. That is why I want our 
people to know that this seems to me one way you can get to the peo- 
ple of these countries. Here is the kind of card that every Egyptian 
has to sign. I have the full record here from their offices. Every 
person that gets CARE feeding has signed a program which says 
that it is a gift of the people of the United States. 

In their feeding stations, in their school programs, and in the 
wagons that they take this food out to, it is a tremendous promotion. 

While I was there the Russians were w orking them over right and 
left. The Feast of Ramadan was on in Port Said, and every refugee 
in Port Said got a little package from the Russian Government. 
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While I was there they 
hammer and sickle flags. 

The Russians had put wheat in Egypt when we had turned 
down. Isaw that wheat. 

They make Hollywood look like slow motion artists when they 
come to promotion, these Russians. They know how to extract the 
last ounce of publicity. The publicity that we were getting was that 
we refused to sell the wheat to the hungry people and were cutting 
down on the CARE program. 

So the Russians gave them planes, tanks, submarines, and food. 

Lam against giving them any of the planes, tanks, and submarines, 
but this food program I think was where we made a mistake. 

I just want to make it perfectly clear, I am going to pursue this 
thing relentlessly until I find out why we are not doing something 
about it. 

Mr. Armstrong. I think the Department is quite aware of your 
position, sir. I would like to make one small point of addition to the 
record, that in the autumn of 1956 the Department did propose to 
CARE the continuance of the program on a quarterly basis, because 
the feeling was that it might not have been feasible to continue on an 
annual basis because of the general uncertainty. 

We did propose the continuance on a quarterly basis, but apparently 
this did not work out in terms of the administrative need or the ad- 
ministrative structure of the CARE organization in Egypt at that 
time. I am informed of this. I am not personally acquainted with 
the matter at all. 

Senator Humpnrey. I think that is true. In executive session, if 
you feel it is necessary to go on on that basis, we will discuss this in 
somewhat more detail. I really feel I should share with the Depart- 
ment of State this correspondence. I haven’t done so to date. It 
seems to me it might be desirable to do so. Should I send it to you? 

Mr. Armstrrone. Send it to me, if you like. 

Senator Humpnrey. I would like to have you look it over. It isa 
really remarkable record of administration. It is something like 
what was done in Yugoslavia, where I think our food program did us 
more good with the public over there than anything else. I just met 
a gentleman from Yugoslavia yesterday who ‘finally got over here in 
the United States to be reunited with members of his family. 

I want to tell you that when he started talking about the food they 
had gotten he started to weep in gratitude. He told me of the gratitude 
of the people in his village. He said that there was little gratitude 
about the arms they were getting. They were worried as to whether 
the arms wouldn’t be turned on the workers in the factories. He 
made no bones about it. 

But he said they would have starved to death, and their little fami- 
lies if they hadn’t gotten this food. That almost wiped out the feel- 
ing about the arms; not quite, but almost. I happened to vote for 
both the arms and food. But these people were a little worried about 
the man running the country, that he might want to use those arms 
not on the ones we thought he would use them on. 

My assistant brings to my attention that Mr. Earl W. Loveridge, 
agricultural attaché ‘of the American E mbassy at Colombia, Bogoté, 
put out a booklet entitled, “Public Law 480, Title I,” and “Surplus 


were sewing on their tents the Russian 





POLICIES AND OPERATIONS 629 


Farm Products of the United States,” both in English and Spanish, 
which made available for general distribution for interested parties 
in Colombia. Is that done in other countries / 

Mr. Armsrrone. I don’t know. 


STATEMENT OF GWYNN GARNETT, ADMINISTRATOR, FOREIGN 
AGRICULTURAL SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE—Resumed 


Mr. Garnett. It is handled differently. Usually our agricultural 
attachés work out the proper approach with the head of USIA in the 
country. 

Senator Humrurey. I would like to have you find out for me how 
many countries put out a little booklet like this and in how many 
countries do we put out such a booklet. Does USIA have that infor- 
mation? Is that the one who would have it? 

Mr. Garnett. They would not. I can tell you this is the only pub- 
lication of this sort which has been prepared. 

Senator Humenrey. Why? 

Mr. Garnett. We have worked with the USIA in the country, and 
we have decided jointly that newspaper stories, features, and other 
things were more suitable for the countries. 

Senator Humpnrey. That is your decision ? 

Mr. Garnett. It is subject to review. 

Senator Humenrey. That is your decision ? 

Mr. Garnerr. This has been our practice so far. This is more or 
less an experiment to see what the reaction was. We have only had 
it a few weeks. We have not had a report on what the impact was. 

Senator Humpurey. It looks to me like this was a very sensible 
development, a good piece of literature. We put out a lot of pam- 
phlets on a lot of subjects less worthy. I was surprised to see it. | 
was pleased, as a matter of fact. I thought perhaps this had become 
a confirmed policy now. 

Mr. Garnett. If it works out, we will, and we think this is satis- 
factory, try it in another country. 

Senator Humpnrey. Would you kind of keep us informed on how 
that goes? I will make a little note of that. Would you mind dis- 
cussing the Spanish wheat matter, or do you want to wait on that? 

Mr. Armstrona. I don’t mind discussing it. 

Senator Humpnrey. What has been done about it? 

Mr. Armstronc. We understand that there was a particular interest 
and measure of anxiety in Spain, and then it developed that reports on 
the new crop in Spain indicated a considerable improvement in sup- 
plies and that the situation at the moment is one of reasonable sufli- 
clency of wheat for the Spanish market. 

I don’t think that we have anything to add to a letter which was 
sent to you, Senator, by Assistant Secretary Butz of the Department 
of Agriculture, dated July 9. We have seen this letter. These are, 
as we understand it, the facts of the situation. 

Senator Humpnrey. Mr. Armstrong, I respectfully observe that 
you ultimately have to abide by the decisions of your Government. 
Again, in this instance, I am not sympathetic with the policies that are 
oftentimes pursued by the Government of Spain. T have never been 
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particularly friendly toward dictatorships of any kind. I think it 
is very important, in light of our arrangements on a security basis with 
Spain, that the Spanish economy be given every chance to survive. 

I happen to believe the more contacts there are between the United 
States and the people of Spain the better the relationships will be. 
I have Mr. Butz’ letter here of July 9. I find it very unsatisfactory, 
I am a grownup man, too, and I know what the facts are. This letter 
is not accurate. It is accurate insofar as it goes, but it does not go 
far enough. 

The State Department has information to the contrary of this letter, 
I think I have it right here in my hand. I am not going to make it 
a matter of public record, but you do have information which does not 
substantiate what Mr. Butz says in that letter. I want to ask, for 
example, Are you aware of the fact that the Spanish people have had 
to cut down the size of their loaf of bread rather than raise the price 
on a loaf of bread ? 

Mr. Armstrona. I had not heard that. 

Senator Humpnrey. That is true. These people got a better crop, 
that is true; a much better crop than they had antic ipated. But lan- 
guage such as this, for example: 

Because of Spain’s precarious foreign-exchange position I believe that such 
action on the part of the United States is imperative— 
it is important. That comes from responsible people in our Govern- 
ment. I am not pleading for the Spaniards, per se. I am pleading 
for the foreign policy of our country, which I don’t think is going to 
be bailed out ‘by another $20 million worth of loans and gifts to Spain. 
That just won’t do it. 


I see here, for example, where Mr. Butz says they might use some 
of that money: 


Twenty million dollars was subsequently made available under section 41 of 
this act. All or any portion of this act could be used to meet any urgent wheat 
requirements, but at no time has Spain shown any interest in doing so. 

This is an astounding statement. The Spanish didn’t need the $20 
million for wheat. This was given to them. They have only $122 
million of gold reserves unmortgaged for a country of 25 million peo- 
ple. And we happen to have a $400 million investment of the tax- 
payers’ money in airbases over there. If the economy gets any worse, 
we will have to use the planes to protect the bases. This is just 
ridiculous. 

I was there. I am interested in that $400 million of taxpayer's 
money that is invested in Spain, and we are quibbling over a few mil- 
lion dollars’ worth of wheat when we have wheat running out of our 
ears. It just doesn’t make any sense to me. 

I also note from my same informant that while we were saying 
there was no urgency, that the immediate urgency for wheat has now 
passed because ‘of this factor, in conjunction with the emergency 
measures just taken by the Spanish Government, namely, reducing 
stocks to a relatively low level, and secondly, importing 100,000 tons 
of wheat from Italy on a barter basis, and thirdly, restricting pur- 
chases of wheat by millers. 

So by continuing to tighten their belt, reduce their food reserves, 
and barter for 100,000 tons of wheat with Italy, they met their imme- 
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diate needs. We have been selling to Italy while Spain has gotten 
over the hump. Have we sold any wheat to Italy ¢ 

Mr. Garnett. I don’t think so. 

Senator Humpurey. I don’t mean this year. 

Mr. Garnett. It has been mostly cotton, fats, and oil. Italy is ex- 
porting a large amount of wheat this vear. 

Senator Htumpnrey. Spain got 100,000 tons from Italy. Did the 
Department of Agriculture rec ‘ommend that this agreement be made? 

Mr. ArmsrronG. Senator, as I understand it, there was discussion 
of whether this was needed or not, and the conclusion was that the 
program was not needed at that time. This does not exclude by any 
means consideration of a program later if the circumstances appear 
to require it, after the new crop is observed and after the total re- 
quirements are racked up. 

I would assume that we would be considering a Public Law 480 pro- 
gram for Spain in due course during the year. I certainly would 
subscribe to the importance of action by the United States to be of 
assistance to the Spanish economy. I wouldn’t go beyond that to 
say exactly what measures we would subscribe to in advance. I think 
it would depend on the circumstances at the time. 

Senator Humpurey. Why should we want to give Spain $20 mil- 
lion in dollars? That is extra dollars that you have to take out of the 
taxpayer's hide, when you already have $20 million worth of wheat 
which you have already paid for out of the taxpayer's pocket. 

Mr. Butz says in his letter to me that we gave them $20 million 
under section 401, and that if they had any urgent requirements they 
could use that to buy the wheat. How much sense does that make ? 
Why should we take an extra $20 million when we have the wheat 
paid for ¢ 

Mr. Armsrronc. Well, Senator, I understand there has been ICA 
aid for various purposes, including foodstuffs, that, for example, 
there was a particular authorization under section 402 for the fiscal 
year 1957 which authorized, for example, 16,000 tons. This was au- 
thorized on April 16, to be purchased by June 30. None was pur- 
chased. 

Senator Humpurey. What was that? 

Mr. ArmstrronG. This 16,000 tons of wheat authorized under the 
ICA 402 program. It was not purchased, and the delivery date is 
now extended. So there was some wheat there which was available 
under section 402 to meet urgent requirements. 

Senator Humenrey. With money / 

Mr. ArmstrronG. This is the part of the ICA program where you 
deliver commodities instead of money. So that this could have been 
done, as I understand it. This, of course, is a small amount of wheat. 
It was, as a point of record, not acquired. 

I think we recognize some emergency measures may have to be taken, 
but they should be short run in terms of the fact that the wheat harvest 
will be coming in soon. After the harvest is substantially in, then 
presumably the Spanish can look at their situation and we can look 
at it with them and see what their requirements are for the rest of the 
year. 
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Senator Humpurey. Our economic experts in Spain tell me that 
based on the most trustworthy information available to us, imports of 
$35 million, 538,000 metric tons are required. ‘They state further: 

It is our opinion, however, that this wheat will not be needed in Spain until 
after the first of the year. 1am confident that the Spanish Government officials 
would like to have assurance that the earliest possible date that all or a sub- 
stantial quantity of this wheat will be made available. 

I only press this point because it seems to me a little planning ahead 
is worth while. When I read in the paper that we just granted $20 
million of economic aid to Spain, and then I get a letter dated a day 
or two afterward saying that if they really need some wheat they can 
use that $20 million, it shows to me that somebody does not know what 
is going on. That $20 million is vital in order to have some cash in 
hand to pay some current bills. 

Mr. Armstrrona. Senator, I don’t know whether that is made avail- 
able as cash for procurement authorization 

Senator Humpnurey. It wasa grant. You are not foreclosing, as I 
understand it, the possibility of this, the Spanish wheat deal, but you 
are not making any commitments; is that right ? 

Mr. Armsrrone. That is right. 

Senator Humpnrey. Did the Interagency Committee recommend 
this sale of wheat ? 

Mr. Armsrrone. Senator, there was discussion among Government 
agencies, and I have pointed out the conclusion reached. I can’t go 
beyond that statement now. 

Senator Humpurey. You can’t / 

Mr. Armstrone. | cannot. 

Senator Humrnrey. Because you don’t know ? 

Mr. Armsrrone. I did not participate in this. I was out of town 
during June. I did not know about thts-until f returned. As I say, 
I understand there was interdepartmental discussion, and the con- 
clusion was that this transaction would not be undertaken at that time. 
I don’t think I should go beyond that in any statement regarding the 
decision. 

Senator Humpurey. I will ask the Agriculture Department about 
it. Itdoes not seem satisfying to me. 

I find that one of the responsible departments of Government stat- 
ing that if the Spaniards want it there are all kinds of ways they can 
get it, by CC export credit programs, Import-Export Bank loans. 
This is kind of foolish, to my simple mind. This means extra money. 
We have already bought this wheat; we already own it. Why should 
we take money out of the people again to do it all over? I am tired 
of reading about how much we pay in storage charges. I would 
rather have it stored in Spanish stomachs than laying around in the 
Liberty ships. 

Can you give me any reason why we ought to be giving Spain a 
credit under the CC credit sales program or Export- Import Bank loan, 
when we can take it out of surplus stocks and sell it to her—do you 
know why we should do that ? 

Mr. Armsrrona. Section 402 amounts to taking it ont of surplus 
stocks and making it available under those terms. 

Senator Humprurey. How much for that? 

Mr. ArmsrronG. One million and a quarter dollars. 
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Senator Humpnrey. They needed a good “deal more than that. 
They are bargaining tough after all. I talked to their Economic 
Minister and I talked to our people. I am not pro-Spanish; I am 
pro-United States. I think when the chief military officer of our 
mission advises our Government of the urgency of this matter, and 
he has, and he is in charge, and he told me that if they didn’t get it 
he wouldn’t want to-be responsible for the security of the airbases, I 
just want to know where the difficulty is. Either that or he was tell- 
ing me something he shouldn’t have told me. I ama Member of the 
United States Sen: ate, not just running off on a trip. I was told that 
the very security of our military establishment in that country de- 
pended upon the acquisition of a certain amount of foodstuffs. I 
wouldn’t say how much, but a certain amount of it over and beyond 
what has been granted. Why would a man be told those things by one 
in whom I have great faith and confidence if it wasn’t true? 

I haven’t heard a good explanation from the State Department yet 
as to why it shouldn't be granted. I would wager that it will come 
along a little later after the price of bread has gone up, the size of 
the loaf has gone down and inflation has set in, and then we will catch 
unshirted cain for having held back too long. 

Allright. Isay to you: You are the recipient of my message. 

Mr. Armstrone. I understand that, sir. 


Senator Humpnrey. Now, Mr. Riley ; do you want to tell us about 
educational exchange? 


STATEMENT OF RUSSELL L. RILEY, DIRECTOR, INTERNATIONAL 
EDUCATIONAL EXCHANGE SERVICE, DEPARTMENT OF STATE 


Mr. Rirey. Yes, sir; Mr. Chairman. 

Items 4 and 5 of your letter to the Secretary dealt mainly with 
educational uses of Public Law 480 currencies. Item 4 covered edu- 
cational uses, per se, and item 5 dealt with the President’s Baylor 
speech on vocational schools. 

I am particularly happy to talk about the educational aspect in 
view of what has gone on before, because the Fulbright program does 
give us an opportunity, so to speak, from a long-range foreign-policy 
standpoint to engender good will, to help in the educational systems 
abroad, to help educate their youth and future leaders. So we con- 
sider the use for educational purposes of this 480 money as a real op- 
portunity from the standpoint of foreign- -policy objectives i in general. 

As is well known, the principal educational use is for the fin: incing, 
to a degree, of the program authorized under the Fulbright Act. 
The original source of money for the Fulbright program was s the for- 
elgn currencies coming out of the sale of surplus pr roperty following 
World War II. However, in a number of these countries this money 
has played out. It has become exhausted. So, in countries like Iran, 
Turkey, India, Pakistan, Philippines, and several others, we have 
been able to keep the Fulbright program going with Public Law 480 
currency. 

Take Egypt, for example. We had a program of, I think, a million 
and a half dollars over a period of several years, a total of that amount. 
It was a very popular program in Egypt because of the binational way 
it was operated; an equal number of Americans and Egyptians on the 
Fulbright commission in Cairo made it a palatable program. Wedida 
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lot to help our foreign-policy objectives, I think, with Egypt, not- 
withstanding some of the rather disastrous things that followed. I 
feel that they are not quite as bad as they might have been if it had 
not been for the Fulbright program. 

We hope, and it isn’t in a negotiating stage yet, but we hope and 
look forward to reactivating the Fulbr ‘ight program in Egypt with 
Public Law 480 money ? 

Senator Humpurey. Would that be primarily through the Ameri- 
can University at Cairo ? 

Mr. Ritey. No, sir. That would be through the regular Fulbright 
method of bringing their teachers and students over here and sending 
our teachers and students over there. 

Senator Humpurey. I meant, in other words they would go to a 
variety of schools. 

Mr. Ritey. It wouldn’t be a cash grant to an educational institu- 
tion. It would be grants to individuals to study in the host countries. 
Public Law 480 funds, as I said, make it possible for us to continue 
these programs where they have already proved very effective, prima- 
rily because of their binational character, in promoting better under- 
standing of our country overseas. These exchange programs have 
also provided an extensive education benefit not only to the partici- 
pants but to large segments of the population here and abroad with 
whom they associate. In other words, the educational exchange pro- 
gram is more or less like dropping a "pebble into the water. It has 
a widespread, long-term effect which goes on many years after the 
grant is issued and the whole process is started with only a small ex- 
penditure of taxpayer’s money. 

Our experience has shown that there is great importance to continu- 
ity in developing these exchange projects to achieve a maximum 
cumulative effect. For example, if we want to cooperate with an- 
other country in improving its educational system, or if we want to 
extend the teaching of E nglish to the schools of a given country, we 

an be much more effective if we can plan a program in several phases 
over a period of several years, 3, 5, maybe 10 years. These Public 
Law 480 funds give us a chance to continue projects which are already 
underway in some of these countries where our surplus property credits 
have played out. If we had to stop suddenly, we would lose a lot of 
ground. That is our best estimate of the situation. 

Senator Humpurey. Are you able under the — law to program 
the use of these funds over more than 1-year periods ? 

Mr. Ritey. Yes, sir. 

Senator Humpnurey. We had quite a struggle here, you know, in 
the conference committee about this. There were some amendments 
adopted in the House which might have made it a little more difficult. 

Mr. Ritey. I am aware of those. Public Law 480 funds are also 
enabling us to initiate programs under the Fulbright Act in coun- 
tries where no surplus property funds were available. In this cat- 
egory there are eight of the other American Republics, and countries 
such as Indonesia. We have had under negotiation a Fulbright 
agreement with Spain for over a year. I was in Madrid in Septem- 
ber, I believe it was, and talked to the foreign office people over there 
about it. This is a big thing for the Spaniards. It is a new thing. 
It is taking a long while to negotiate, but I am confident that we wil 
get it negotiated. There is a great interest in Spain. 
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Senator Humenurey. Do you have one in Turkey ? 

Mr. Ritey. Yes. 

Senator Humpurey. Israel? 

Mr. Ritey. Yes, sir, but not with Public Law 480 funds. In Israel 
we are using information mediums guaranty funds. 

You spoke a minute ago about the knowledge our Foreign Service 
officers have of Public Law 480 programs. With respect to the Ful- 
bright program, we held a conference in Lima, Peru, in April, of all 
the exchange officers from all over Latin America. This was a 5-day 
conference on educational exchange, and 2 days of that conference 
were devoted to the uses of Public Law 480 money for educational 
purposes in Latin America. I though you might be interested in that, 
in view of your comments a few moments ago. 

In some of these countries where we haven’t had Public Law 480 
and where we didn’t have surplus property money, our programs with 
appropriated dollars have been very inadequate. So we welcome 
the opportunity of using Public Law 480 money to start these pro- 
grams. 

However, I would be somewhat disingenuous, Mr. Chairman, if I 
didn’t mention another factor in connection with these programs, and 
that is while these foreign currencies are extremely valuable in con- 
tinuing and expanding our education exchange programs, they don’t 
remove the need for some appropriated dollars. You can’t operate 
an exchange program on foreign currencies alone. That is a well 
known fact. It takes dollars to go along with these foreign curren- 
cies. 

These foreign currencies can only be used to support Americans 
when they are in the respective foreign countries end for the interna- 
tional travel of the foreign grantees as they come this way. 

Thus the need for appropriated dollars will continue, although the 
amount will be somewhat cut back in some countries as the result of 
availability of Public Law 480 currencies. 

Senator Humpnurey. Even if you didn’t cut back, I have never 
believed that you could really cut back so much on these appropri- 
ated dollars. T have always looked upon the Public Law 480 foreign 
currencies as a sort of additive. It makes what you do get go a little 
further. I think it would be wrong to let this record indicate that 
you are going to really cut back too much on your appropriated dol- 
ar appropriation. 

Mr. Ritey. We are not. 

Senator Humrnrey. It just implements them, I think. 

Mr. Ritey. Actually, the need for educational exchange is increas- 
ing. As the cold war progresses, and as people are less inclined to 
fight, then you can get in with a program like the exchange progr = 
and work with other nations on a binational, educational, high-level 
basis. It is filling the gap, I hope and will be much less expensive 
than war. 

The total amount in our 10-year report on the Fulbright program, 
the total amount spent for the Fulbright program for the first 10 vears, 
involving some 22,000 exchangees, “about 50-50 going and coming 
from the United States, cost less than 5 hours of fighting World War 
IJ—less than 5 hours—a 10-year program with all of those benefits. 

There is another point I would like to bring out, if I may, sir, and 
that is one which has caused some general ‘misunderstanding. As 
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these semiannual reports on Public Law 480 come up to Congress one 
may see under a column headed “Section 104 (h)” $15 million or $18 
million for educational exchange. The $18 million, or whatever it 
happens to be in the various reports, represents not what we can use 
inany 1 year, but over a period of years. 

Actually, the report that will come up here soon, the sixth semi- 
annual report of June 30, will show something like $18 million for 
educational exchange. But that is for a period « of 6 years, from 1956 
through 1961. This table which you have put into the record on the 
uses for the Fulbright program points out, of the money w hich has been 
earmarked up " date, how it will be used. Each column is headed 
by the fiscal year. That is a rather important thing, because there is 
a lot of nistnMiectendinns in the Congress and other places to the 
effect of, Why do you need a $20 million or $30 million appropriation 
when you have $12 million or $15 million in foreign currency under 
Public Law 480? This table will show that we have spent $2 million 
or $3 million in previous fiscal years and the rest of the $15 million 
will be spent through 1961. I am happy to have an opportunity to 
mention that for the record. 

Senator Humpnrey. I was very concerned over the action taken 
in the other body in trying to appropriate these other Public Law 480 
funds each year. It seems to me that would limit some of your 
programing advantages. 

Mr. Ritey. There are many difficulties with that, of course. Among 
other things, we are not fooling anybody but it makes the appropria- 
tion look bigger. This is money that we already have. Tt is already 
in the Treasury of the United States. I think the Congress was con- 
cerned, and rightly so, about the fact that maybe they wouldn’t have 
good control over these foreign currencies. I think the Congress 
should have a control. But the Fulbright Act itself requires that 
we make an annual report as to exactly what we spend. 

We have done that religiously, even before section 1415 of Public 
Law 547, 82d Congress, was enacted—the so-called Rabaut amendment. 
We have done that for years. Not only that—when we come up before 
the Appropriations Committee for our appropriation, we have all of 
these foreign currencies that are not subject to appropriation listed by 
countries, explaining to the Congress exactly how we are going to 
spend them. 

Senator Humrurery. How long a period of time are these funds 
allocated for under present policy ? 

Mr. Ritey. Three years at the present time. 

Senator Humpnnrey. Is that a decision on your part? Where is 
that policy laid down? 

Mr. Ritey. It is an executive-branch position. One of our early 
requests was for Brazil, I think, a 5-year period, and it was dee ‘ided 
in the executive that we would have better control if we had these cut 
back to 3 years. That would permit us to look at the program 
periodically and determine what other uses the money could be put to. 
At the present time all of our requests are for a 3-year period. That is 
by agreement within the executive branch. 

Senator Humprurey. You made one request. You said, 5 years. 

Mr. Riztey. That was disapproved and cut back to 3 years. 
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Senator Humrurey. I don’t want to get you into conflict with a 
policy decision, but do you feel that you “could do better planning if 
you had a longer period of time for the allocation ? 

Mr. Ritry. In a way we could, if we knew we were going to have 
money over a period of years for a program such as this. The pipe- 
line is very long, as you know. We have to announce the competitions 
for these awards. There is a very careful screening and selection 
process. Actually, it is nearly 2 years from the time we get an appro- 

riation before the exchangees begin to move, and then they are here 
in the States for another year before going home. Long-term plan- 
ning is extremely important in programs ‘such as this. And also it 
helps i in our dealings with these nationals in the other countries. 

You see, we have a binational board in each of the capitals of the 
other countries which helps us work out this program. When you 
come up close to the wire, so to speak, you don’t know whether you are 
going to get an appropriation. You don’t know whether you are 
going to get the program going. They wonder why we can’t plan a 
little further in advance. They don’t understand our system of Gov- 
ernment, I suppose. 

On the other hand, I think the Congress should have a chance to 
look at these things carefully. I think the Bureau of the Budget, 
the President, should have a chance to look at them carefully. But 
to answer your question specifically, if these moneys were made avail- 
able for a longer period of time our planning could be better. 

Senator Humpnrey. This might be something that we want to dis- 
cuss with the Bureau of the Budget sometime. The money is to be 
used for constructive purposes. I think in educational matters you 
have to take a little different view than in ordinary procurement, as 
you have indicated. 

Public Law 480 currencies, Mr. Riley, are used not only for educa- 
tional exchange, but in the recent action of the Senate under the Ful- 
bright amendment, you recall, that we sat up another $10 million for 
American universities abroad. To that I added the use of Public 
Law 480 funds also, which was sustained on the Senate floor. 

Mr. Ritey. That is the next point I am coming to, Mr. Chairman. 
The other educational use is for assistance to American-sponsored 
schools abroad. These are what we like to term as outposts of Ameri- 
can education overseas. They have been doing a fine job for a long 
period of time in interpreting our country to people abroad who 
couldn’t afford to come to the United States for their American educa- 
tion. They have given thousands of these young people a good edu- 
cation and have imbued in them by pr ecept and example, the ideals 
and practices of American democracy at its very best. 

The American schools in Latin America, the American schools in 
the Near East, for example, have been known for years as the schools 
out of which the major leaders of those countries come, just almost 
Without exception. If you traveled in the Arab world, for example, 
you will find any number of leaders who are graduates of those fine 
schools in the Near East. A lot of other people who are not so 
prominent, too, who are very friendly to the United States, are grad- 
uates of such schools as the American Farm School in Salonika, 
Greece, and such schools as that. People whose names don’t get into 
the newspaper. Many of these schools have been struggling on in- 
adequate budgets for a good many years. 














638 POLICIES AND OPERATIONS 





We feel that if we can use some of this Public Law 480 money for 
general assistance to these schools that it will be extremely helpful 
to our general policies in these various areas of the world. 

Mr. Chairman, you have already inserted several things in the rec- 
ord, one, the outline of the educational uses, per se. You inserted with 
that, and I think it should follow it, the executive agreements planned 
under the Fulbright Act utilizing nonappropriated funds. That is 
the table showing that we are going to use these Public Law 480 funds 
over a period of several years, in 3-year blocks. Some of the countries 
started earlier than other countries. 

Senator Humenurey. Does that include Smith-Mundt? 

Mr. Ritey. It does not. This is under the Fulbright. 

Senator Humpnurey. Just Fulbright? 

Mr. Riiey. Yes, sir. Now, the aid to American schools that you 
mentioned, the second educational use, that is sort of an extension of 
the Smith-Mundt Act. Section 203 of the Smith-Mundt permits us 
to assist American-sponsored schools abroad. 

Getting down to the last point, the point of the President’s speech 
at Baylor, I think your letter indicated that it was his suggestion for 
the establishment of vocational schools—— 

Senator Humpurey. That was a simplification of it. 

Mr. Ritzer. Actually, in his speech he made a statement referring to 
the need for— 
adequate institutions of modern techniques and sciences in areas of the world 


where the hunger for knowledge and the ability to use knowledge are unsatisfied 
because educational facilities are often not equal to the need— 


and I suspect that is the part you refer to. 

We plan on helping these American-sponsored schools abroad, but 
the law is rather specific. My testimony before the various commit- 
tees of the Congress when this law was under consideration points 
out very definitely that this money will only be used for bona fide 
American-sponsored schools which are already established, and we 
can’t help national schools of the other country. 

There was quite a flap in Congress a year or two ago because we 
were accused of helping foreign universities. We don’t. We don’t 
give them cash grants. We help them, of course, by sending teachers 
and professors to them. So we have to stay with our policy, which I 
fully subscribe to. I think it is the only way we can do it. 

If we start giving cash grants to foreign schools, why, we don’t 
know what kind of policies we are engendering in those countries. 
These schools have to be controlled by Americans. 

There is a list of several items. I would like to highlight them for 
you. These have to do with our general policies in connection with 
aiding these American schools. In other words, this differs a little 
bit from the assistance to American-sponsored schools in Latin Amer- 
ica, dollar aid, where we give cash grants for helping them hire 
American teachers 

Senator Humpnrey. Under what act of Congress? 

Mr. Rirey. Public Law 402 of the 80th Congress, the Smith-Mundt 
Act. We give cash grants to those schools. They need American 
dollars to hire American teachers, a verv worthwhile program. 

We are putting some quarter of a million dollars in it, have been 
for several years. That represents something like 2 or 3 percent of 
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the cost of operating those schools. But it is the 2 or 3 percent that 
is important in good American teachers down there to help them. 

Now, then, we are following the same policy generally with respect 
to using Public Law 480 money for assisting American-sponsored 
schools, with one exception which was abundantly clear in the legis- 
lative history of this act, and that is here we can help with buildings. 
We can help them construct school buildings. We didn’t feel we had 
that authority in the past, and with the limited money that we could 
put into it we just didn’t think it was a good expenditure. Now with 
this Public Law 480 money, which is ours, hard earned taxpayers’ 
money, it is available in these countries in their own currency and they 
can build buildings with their own currency. That is the only excep- 
tion. Otherwise we will give financial aid only to the schools that are 
already established. The school must be a nongovernmental and a 
nonprofit school. It must be evidenced that the school is located 
physically so that it can be influential in the community and region. 

The school must have been established by the United States citizens, 
further without the participation of nationals of other countries. 
The school must operate with the approval of the national government 
and must be nonpolitical in character. The board of directors must 
include United States citizens. The director or principal of the 
school should be a United States citizen. 

Depending on the size of the student body, there should be a 
sufficient number of teachers from the United States to assure ade- 
quate contact for the students with United States teaching methods 
and ideals. 

The curriculum and instruction of the school should reflect United 
States theory and practice in education to the greatest extent possible 
within the framework of local laws and regulations. We don’t want 
to be in there with something that is not savory to the population. 

The school should offer courses of study in the language, literature, 
geopgraphy, and history of the country in which the school is located, 
and also of the United States. So you get that binational flavor and 
acceptability. The school should supplement, rather than compete 
with the work and activities of national schools. Our educational 
standards and practices must be employed by the school. The student 
body should include a substantial number of foreign nationals. 

The financial condition of the school must be such that there is 
reason to believe that it will be able to continue operations without 
substantial continuing United States Government aid. We don’t 
want to start something and have it fall by the wayside when we cut 
off our help. We want to help them make it a little better but keep it 
going under its own steam. 

There is some misunderstanding as to what type of schools we can 
help. They must be American-sponsored schools and American in 
character. 

Senator Humpurey. Is this by regulation? 

Mr. Rizey. This is a policy decision on the part of the Executive. 
We have been operating under it for several years. The only differ- 
ence is that we can help build the buildings with Public Law 480 
money. That is the only difference. 

In addition to that, of course, we will use Public Law 480 money 
for assistance in getting teachers and possibly some local scholarships 
in these countries. 
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Senator Humpnrey. When we had the voluntary agencies here, 
one of the ladies who spoke for the Hadassah, Mrs. Turover, suggested 
if it was possible to get assistance through local currency, such as 
Public Law 480 generated currencies, by hiring 1 or 2 teachers and 
getting a jeep, you could do a tremendous amount of adult educational 
work. She was interested primarily in adult education in Israel. 
She pointed out how much could be accomplished with just a very 
limited amount of expenditure, rather than having some elaborate 
system of buildings or facilities, that actually by hiring a teacher, 
not with dollars in this instance, but with local currency, it would be 
of great help. 

Is that possible under existing law? 

Mr. Rintry. You mean, to hire an American teacher ? 

Senator Humpurey. Let’s say, for example, here is an American 
organization, a voluntary organization. It already receives American 
foodstuffs. It is eligible for a certain amount of American assistance. 
Would it be possible for that organization to receive assistance in 
Public Law 480 currencies to sponsor, let us say, a traveling or roving 
teacher or teachers ? 

Mr. Ruzy. What kind of an organization is this? 

Senator Humpurey. It is a women’s organization. 

Mr. Ritey. It is not an educational institution in the strict sense 
of the word? 

Senator Humpnurey. They contribute greatly to education. 

Mr. Ruiter. I understand. 

Senator Humpurey. They built a huge hospital outside of 
Jerusalem. 

Mr. Rrzy. I am not a negative person, but I would say it would 
not be possible, for this simple reason: All of the laws dealing with 
this use of money point out that you can under the Fulbright program 
‘assign American teachers to educational institutions abroad, and 
under the aid to American-sponsored schools, you can help these on- 
going schools. 

So I think that I would say it would not be possible. That would 
be my guess. There might be some other facet of Public Law 480. 
I am only intimately familiar with the sections with which I deal. 

Senator Humrnrey. Under the present regulations, you think it 
would not be possible? 

Mr. Ritey. Yes. As a matter of fact, I would not recommend it. 
As fine as one organization might be, if you opened the lid and took 
the lid off to assign a teacher to some good will organization of one 
kind or another, there would be no end to it. I think it would be 
impossible of administration. 

Senator Humpnrey. I think what we should do is send over that 
testimony. I may not be explaining it properly. 

Mr. Ritey. I would be happy to look it over. 

Senator Humpurey. At the time she was explaining it, it impressed 
me greatly. I happen to be one of those people who think that you 
get more good out of a voluntary agency in most instances than you 
do out of a Government agency. 

It is not to deprecate governmental agencies. There is a reason for 
it. The volunteer people work for less. They are dedicated. They 
have a missionary zeal. 
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Mr. Ritxy. I am glad to hear you say that, because that is reall 
the nuts and bolts of the educational-exchange program. We wor 
through voluntary groups entirely. Even on my staff, I don’t have a 
bunch of educators. I have administrators who can work with pri- 
vate organizations, and not only the money that we put—we don’t 

only put Government taxpayers’ money in educational exchange. We 
work with hundreds of private educational projects, such as you are 
familiar with, the American Field Service, and the fine job they have 
done in Minnesota in sponsoring these youngsters from other countries 
each year. As you know, we are out of that now. We are only giving 
some grant-in-aid to the organization, and giving them whatever 
advice we can, and act as a sort of clearinghouse, helping them abroad 
select their people, and things like that. It is a completely private 
org anization. 

Senator Humpnrey. Getting back to your comments relating to the 
use of Public Law 480 funds to augment private efforts for the estab- 
lishment of vocational schools or scientific or technical schools, it is 
your feeling that the law now does not permit the establishment of 
these schools unless it would be expansion of an existing facility? 

Mr. Rirey. That is correct. 

Senator Hu ™MPHREY. It could not be new? 

Mr. Ritey. No, sir. 

Senator Humpnrrey. It would have to be under American sponsor- 
ship ? 

Mr. Rintey. It would. 

Senator Humpnrey. That is because of the provisions of the Smith- 
Mundt Act? 

Mr. Ritey. Yes; Public Law 402. 

I might say these general policy considerations are not a unilateral 
decision of the State Depar tment. If one goes back into the legislative 
history of the Smith-Mundt Act, he will find all of that woven all 
through the legislative history. 

Senator Humrnurey. I understand. 

Mr. Ritry. However, we can help foreign schools, not directly, but 
indirectly, and we do all the time under the | Fulbright Act by assigning 
American teachers and lecturers and professors. 

I would say 99 percent of the American professors and teachers who 
go abroad teach in the national schools of the country but teach 
American subjects. 

So we are helping them in that way. And should these American- 
sponsored schools be vocational, we can help them in that way. 

For example, one of these things that we put in the record pointed 
out that we requested an allocation of Public Law 480 money to assist 
Robert College, in Istanbul, Turkey. We are going to help their 
engineering department if this money becomes available. That is 
vocational, in a sense. 

By the same token, the American Farm School, in Salonika, Greece. 
That is, in our terms, more or less a vocational school. 

Senator Humrnrey. It is a terrific school. 

Mr. Rinry. Yes. 

Senator Humrurey. The American University of Beirut, the oe 
ican University at Cairo, and schools that have legitimate Americ 
sponsorship are eligible for assistance under this pr rogram ? 
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Mr. Rixtey. I don’t believe we have a Public Law 480 agreement with 
Lebanon. 

Senator Humpurey. No; but they would be eligible? 

Mr. Ritey. They might be eligible if we had an agreement; that is 
correct. 

Senator Humpurey. I had one of my assistants go down and get 
this letter that I received from the vice president of the American 
University at Cairo. There is an American University at Tel Aviv, 
an American Univ ersity at Cairo, an American University at Beirut, 
all American sponsored institutions of higher learning. 

While I was there visiting with Dr. McLain, who is the president 
of that university, he pointed out to me their urgent need of some 
greater assistance. I was very much impressed with this gentle- 
man. I feel that is one of the few remaining outposts we have in this 
area where some good will is generated tow rard our country. Better 
than that, where people are brought to a better understanding of the 
principles of freedom. Just to read a paragraph to you: 


During my more than 3 years that I spent living in the Middle Bast as a 
representative of the Ford Foundation and working on educational problems in 
the area, I became convinced of the overriding importance of the function and 
role of several American universities there. That is why I entered the service 
of one of them. I have observed that a number of Americans, upon becoming 
acquainted with the area and with these American universities, resolved to be 
of service in one way or another to them because of the significance of their 
activities. Despite the almost universal respect of Americans who know them 
and which they give to these universities, they are in a continuing struggle to 
maintain themselves as adequately representative of the best in higher American 
education. 

While these institutions are truly creations of the American people and repre- 
sentative in a real way of the remarkable motivation of Americans to serve 
others, and thereby serve their own community, the extent of American support 
has been historically and continued to be marginal. 

There have just been too few Americans providing too little financial support 
to enable these institutions to be as vigorous in all other factors as financial 
support would make possible. 


He goes on and says: 


We are making a serious and determined effort to widen the base of American 
support of higher education in the Middle East. We have hopes of reasonable 
success. We are apprehensive that this may not pay off in adequate terms and 
may not pay of soon enough. This is the crux of our dilemma. 


He states further: 


We have been searching for the circumstances and conditions under which 
specifically the United States should and could practically provide assistance to 
enable American higher education in the Middle East to do its best job now. We 
want definitely to remain free and private, but there do appear to be ways in 
which the United States Government could be of assistance that would be ap 
propriate and practical both from its point of view and from that of the Ameri- 
can University. I am attaching to this letter a brief outline of the possible ar- 
rangements involving Government assistance to such American universities. 


I want to underscore what I believe is the importance of these schools 
being free and private, which I am sure you will agree with, Mr. 
Riley. 

Mr. Riey. As a matter of fact, Public Law 402, I don’t remember 
the exact section, it may be this section 203 that we are talking about, 
states specifically—I believe it nails it on the Secretary of St ate—that 


he shall not in any way interfere with the policies of these schools, 
the educational policies. 
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If you will note, in the criteria that I listed here, there is nothing 
on the policy. We just want to know the caliber and general character 
is adequate to insure that it is a good expenditure of the taxpayers’ 
money. 

Senator Humrnrey. I am going to get together with you and dis- 
cuss this privately. He outlined a program. As you understand it, 
and as you have explained it here, these universities are eligible for 
funds where those funds are available ? 

Mr. Ritry. Yes; provided they meet these criteria. I couldn’t pre- 
judge the American University of Cairo, but it is a well-known school 
of high caliber. 

Senator Humpnrry. I don’t want to get specific about a particular 
school. In the main, if the standards which you have outlined are 
enforced, and Public Law 480 funds are in the country, on deposit 
there, and are to our account 

Mr. Ritrey. In Egypt, you see, we can only use these Public Law 
480 funds for schools to the extent that terms of assistance are listed 
in the Public Law 480 agreement. Such 480 agreement as we now 
have doesn’t list aid to American schools as one of the uses. So not un- 
less we have a subsequent agreement with Egypt—— 

Senator Humpnrey. Could you get a supplemental agreement? 

I understand there is a lot of money lying around there not used. 

Mr. Ritxy. I would hope we could. I don’t know. It would be 
desirable. I don’t know how it stands. 

Senator Humpnurery. It might be one of those things you want to 
look into? 

Mr. Ritzy. We are. 

Senator Humpurey. There isn’t too much that a Member of Con- 
gress can do about these things, except kind of press about them. 

Mr. Rutey. We welcome your interest in the program. 

Senator Humpurey. I am terribly interested. I was impressed with 
the faculty and the people that I met there. When I saw Dr. McLain 
and his wife working 18 hours a day in a dedicated effort to get the 
Voice of America in Egypt, believe me, I was impressed. ‘There are 


soldiers. They really work and they don’t get much help. They need 
it. 





I think they need a few partners and a few allies back here, so I just 
joined up for the duration. 

Mr. Ritey. I think over a period of years we have provided 1 or 2 
American professors for that school sotlk year. 

Senator Humpnurey. That is right. 

Mr. Ritey. Under the Fulbright Act. 

Senator Humpurey. They figured if they could get from 5 to 7 
they would make a considerable imprint. We will go into that. I 
am very appreciative of the interest that you always manifest in these 
programs, Mr. Riley, and the cooperation received from you. 

My hope is that we will have a better understanding all the way 
through Congress on how Public Law 480 funds, where they are avail- 
able and where the agreement makes it possible, can be used to 
strengthen our educational program. I think more and more emphasis 
is going to be placed on this. I think this is going to be the real acid 
test in the days to come. 
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Mr. Rirey. It is a very minor expenditure, looking at the size of 
these Public Law 480 agreements, something less than 1 percent has 
been used for this purpose. We have gotten a lot of mileage out of it, 

Senator Humpurey. I will say we have. I may not be an expert in 
many things, nor an expert in this, but I know a little about public 
opinion. If you can show the American farmer and the American 
businessman, American laboring man and housewife that our agricul- 
tural surpluses are being translated into education and humanitarian 
assistance, they like it. That is the kind of program they like. Some- 
times I think people in Washington have a tendency to forget that be- 
cause we get so wrapped up down here with the headlines about what 
Khrushchev and Bulganin say, and, half frightened to death, we forget 
that the people out home are more interested in having a clean shirt, 
of having a chance to go to the doctor. They believe in the funda- 
mentals of life, not the frills and periphery. I know I can go home 
and talk to my people about Public Law 480 for constructive good 
and they are for it. There is no ifs, ands, buts, or doubts. 

They want to know why more isn’t being done about it. 

Mr. Riey. That is all very well. If you look into it a little fur- 
ther, and I know you have, I have heard you express yourself on it 
before, it is in our own selfish interest to do it because we are creating 
an understanding which is absolutely imperative if this world, the 
part that is now free remains free. There must be some type of 
mutual understanding. This is dedicated to that. 

Senator Humpnrey. Thank you very much, Mr. Riley. Thank 
you very much, Mr. Armstrong. You were a very patient man this 
morning. 

Mr. Armsrronc. Thank you. 

Senator Humpnrey. Mr. Garnett, do you have anything that you 
would like to say at this particular time to further edify the acting 
chairman of this committee and the record ? 

Mr. Garnett. I am prepared to “cover the waterfront,” if you have 
questions. 

Senator Humpeurey. Why don’t you come up here and we might 
just visit awhile. 

Mr. Garnett. [I like to visit with you. 

Senator Humeurey. Mr. Garnett, just a few questions of adminis- 
trative organization. You are the Chairman of the Interagency 
Committee; is that correct ? 

Mr. Garnett. Yes, sir. 

Senator Humpnrey. We went over that somewhat before. 

Mr. Garnett. Yes, sir. 

Senator Humenrey. What is your relationship to Mr. Francis, 
Mr. Clarence Francis? 

Mr. Garnett. That is a committee that is a higher echelon repre- 
senting the same agencies and departments of Government that are 
concerned with the implementation of 480. 

Senator Humpnrey. Yours would be the sort 

Mr. Garnett. If I may say so, the Interagency Staff Committee 
is just like the name says. It is used as a coordinating body to re- 
flect the policies and positions of the agencies concerned. It is an 
operating staff committee. 

Senator Humpurey. Then, Mr. Francis, as a committee of similar 
complexion, but of higher authority and is that where the policy de- 
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cisions are made as to whether or not a particular request will be 
granted ? 

Mr. Garnett. If there are unresolved differences. It played a very 
active part in the beginning when we were working out the procedures 
as to how this whole thing was to operate, but not many problems 
have been referred to that Committee recently. 

Senator Humpnrey. You are really on the firing line, getting this 
program underway, making the decisions as to whether or not a re- 
quest, let us say, from country X is to be fulfilled, and if it is ful- 
filled to kind of outline, give the directions as to the agreements to 
be arrived at? 

Mr. Garnertr. That is correct. I assume the responsibility for 
what is or isn’t done, including the Spanish matter. 

Senator Humpurey. What do you recommend on the Spanish 
agreement, since you brought that up? 

Mr. Garnett. I thought that was buried. 

Senator Humpnrey. Hardly. the earth hasn’t been packed on it 
yet. We are exhuming it. What did your Interagency Committee 
recommend, Mr. Garnett ¢ 

Mr. Garnett. Let me say that the request was not, that is, the 
negotiation was not consummated, as you know. I would be prepared 
to say that we did agree to the Spanish request. However, that isn’t 
really too significant. The principal drive that we put into this 
program is to move the products. So that we more or less approve 
all of the programs that fit the conditions of the bill of protecting our 
usual marketings and getting the various undertakings that are re- 
quired with foreign governments, 

If I might explain just a little bit more on the Spanish deal, I would 
prefer to do it off the record, if I may. 

Senator Humrurey. All right. Do you want to do it in the execu- 
tive session ? 

Mr. Garnetr. No; I think not. 

Senator Humeurey. First of all, 1 want you to know that you are 
not, as the interagency head, just representing Agriculture. When 
you said our purpose is to dispose of the products, that is Agricul- 
ture’s purpose, that is not the total purpose of the program. 

Mr. Garnetr. That influence is reflected in the Committee, how- 
ever, through the Chairman. 

Senator Humpnrey. Yes. 

(Discussion off the record.) 

Senator Humpnurey. Were you overruled on this decision at a 
higher level by the Francis committee ? 

Mr. Garnett. No, sir; it really didn’t come to that. It was just a 
matter that this program was not consummated. In other words, we 
really didn’t ramrod it through to a resolution. If that were to have 
been done, the responsibility would have been mine. I didn’t exer- 
cise it at that time. 

Senator Humrpurey. I will give you a letter when you leave here 
and you can take a look at this one. The people over in Spain seem 
to disagree with you. 

I don’t mean the Spaniards. They have their point of view. But 


some of our own people. Take that along with you and read it over 
this afternoon. 
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They tell me that the Department of Agriculture lias a request for 
more than a billion dollars in Public Law 480 stocks; I mean, the 
Department has a request for more than a billion dollars that is pro- 
vided in the bill; is that right ? 

Mr. Garnert. Yes; I would want to add to that, some of those 
include 3- and 5-year programs. They ask for a gre: it deal. I don’t 
think that a reasonable screening of the requests that have come are 
going to add up to over a billion dollars. 

Senator HuMrurey. You feel that $1 billion will be adequate for 
this fiscal year’s needs ? 

Mr. Garnett. I believe that is right. 

Senator Humrurey. Do you prefer to have a program that has 
more than 1-year authorization ? 

Mr. Garnett. I think there are a good many advantages to having 
a l-year program. I think it is very important that the Congress 
look over what we are doing and what we have done at least once a 
year. I think we get better programs out of a 1-year authority, and 
{ think there are many other advantages to the United States to have 
a 1-year authority. 

Senator Humpurey. Like the loan dev eon fund that the 
President just asked to have us maintain with $500 million one year, 
$750 the next year, and $750 the next, you agree with the opponents 
of the President’s program that it would be better that we had it 
just on an annual basis, that Humphrey’s vote, fighting for the ad- 
ministration, was wrong; is that what you are saying to me? 

Mr. Garnerr. I don’t wish to comment on the foreign- -aid bill. 

Senator Humpnrey. This is foreign aid. 

Mr. Garnett. I think that it is well for the United States to rene- 
gotiate these 480 agreements each year. 

Senator Humpurey. W ell, I respect your point of view.’ TF am 
finding out that maybe mine was wrong. We want to have continu- 
ing authorization for military assistance, not 1 year. We don’t want 
it each year the President says. We want a 3-year loan for this bil- 
lion-dollar fund, a billion dollars of economic assistance, not 1 year. 
Mr. Hollister, and Mr. Dulles, and Mr. Wilson, all of the big top 
officials, sat down around the table and said that if you only have 
1 year you can’t program well, but in agriculture you can program 
better for 1 year than you could for a continuing authorization? 

Mr. Garnett. I think we get better agreements on 1 year than a 
longer time. 

Senator Humrurry. You wouldn’t recommend any more than a 
i-year policy ? 

Mr. Garnett. No, sir. 

Senator Humrnrey. I disagree with you. So we both have our 
point of view. 

Mr. Garnett. This isa free country. 

Senator Humpnrey. I just can’t imagine it isn’t easier if you are 
going to have a $2-million authorization that goes for 2 years or 3 
years but what you can pick and choose better deals. 

Mr. Garnevt. I think you can pick and choose better deals if you 
have a short time and $1 billion. 

Senator Humrenrey. Allright. That is your point of view. 
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I want to ask you if you have lost any deals on the delay of the 
1-year extension that you have now ? 

Mr. Garnett. This is very embarrassing. I think it will reduce the 
level of our exports this year, and in some cases, in most cases, the 
commodities that move do represent increased consumption, and once 
you have missed 10 meals you don’t make it — next day. 

Senator Humrnrey. Wouldn’t it have been better if you had had a 
2-year authorization so you wouldn’t have missed that? 

Mr. Garnett. We have a lot of confidence in Congress that they 
would pass this expeditiously. We are a little disappointed at this 

int. 

Senator Humpurey. I think if the department had worked harder 
over in the House, you would have gotten it done quicker. We got it 
out of here in nothing flat. 

Mr. Garnetr. We are very grateful. I wish the Senate would have 
a little more expedition right now in passing the conference report. 
That is all that is holding it up. 

Senator Humpnurey. As soon as we get through with the admin- 
istration’s civil-rights program, we will Have you made a request 
of the leadership that we expedite the Public Law 480 conference 
report ? 

Mr. Garnett. Yes, sir. 

Senator Humpurey. Has there been a Presidential or departmental 
request to the minority leader and majority leader ? 

Mr. Garnett. I am not sure as to the Presidential. Through our 
legislative liaison office, we call him at least once a day. 

Senator Humrurey. I talked to him yesterday about it. Let’s just 
take a Public Law 480 sale. Take any commodity that you wish or 
any group of commodities and trace it for the record as to how it would 
be generated, initiated, how it would be consumated. 

Mr. Garnetr. That information is quite well documented in the 
paper that Mr. Armstrong discussed this morning. I could elaborate 
on that in this way, that the Interagency Staff Committee drafts the 
agreements that are to be signed and they draft the negotiating 
instructions for the Ambassadors to use. And then if the negotiating 
instructions that go out aren’t acceptable, or have to be changed, they 
make the modifications. 

Perhaps it would be helpful if I would say how do you get started— 
what activates the ISC to handle a particular agreement. 

Senator Humpnurey. Right. 

Mr. Garnett. First, a proposal may come from the United States 
Embassy. They may come from the embassy of a foreign country 
in Washington and transmitted to the Department of State, or they 
may be initiated in the ISC itself or more precisely, the Department 
of Agriculture and then staffed through for negotiation. 

The elements of the negotiation that usually cause difficulty are the 
commodities to be included, the form of those commodities, the usual] 
marketing commitment which is required by law, and then the uses of 
the currencies. 

Senator Humrurey. You mean by the marketing equipment, they 
will not be sold and transshipped. and so on? 

Mr. Garnett. That is right. And also the usual marketings that 
prevent the displacement of our usual dollar markets. Those all have 
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to be considered. Those become the most difficult parts of the agree- 
ment. 

Senator Humpurey. I just wanted to clear up that point. That is 
what you meant? | 

Mr. Garner. Yes. In all instances, the Department of State exer- 
cises the leadership in actually starting and drafting and carrying out 
the necessary processing. 

However, when we are advised by the Department of State that 
Israel or some other country is in serious need, certainly we bow and 
give—try to accommodate—the need that they bring to our attention. 
That is the same with ICA. 

In any case, our program officers in the Department of Agriculture 
take the responsibility of drafting up the agreement and the negotiat- 
ing instructions, and as they do that, they keep contact with the pro- 
graming officers of the other agencies that are involved. 

Senator Humpnrey. For example, matters relating to educational 
agreements which come into the agreements because ‘of your contact 
with the programing officers of the American mission ; is that correct? 

Mr. Garnett. That is correct. When the agreements have been 
staffed in that manner and are presented to the Committee, they are 
either accepted or revised, and they are ready then to be turned over 
to the State Department for negotiation through the ambassadors, 
usually. Sometimes they are negotiated in Washington. 

Senator Humpnrey. Can they be amended ? 

Mr. Garnett. Yes, indeed. 

Senator Humpurey. After your initial proposal, after you transmit 
it to the State Department ? 

Mr. Garnetr. Well, the instructions that go to the Ambassador 
usually say that, “If you don’t think this fits, cable back.” So that 
sometimes we do change it. 

Those amendments to negotiating instructions go through the same 
general procedure. 

Senator Humpnrey. Can the Ambassador change the agreement on 
the spot when he is negotiating, our Ambassador negotiating with the 
foreign government in that foreign government’s capital ? 

Mr. Garnerr. V ery frequently he is given negotiating limits. If 
he exceeds the limits, he has to come for new instructions. 

Senator Humenrey. He has some flexibility ? 

Mr. Garnerr. In many cases he has flexibiltiy. 

Senator Humpnurey. Once that sale is consummated, what takes 
place in terms of delivery and shipment, and so on / 

Mr. Garner. This is wholly the responsibility of the Department 
of Agriculture. After the agreement is signed, the next part of the 
operation is that the Department of Agriculture issues a purchase 
authorization to the foreign government which authorizes them to buy 
these commodities in the country. 

The purchase authorizations reflect the time scheduling in the agree- 
ment and any other special conditions on quality or what not, that 
may be in the agreement. Those foreign governments then buy 
through the American trade. 

Senator Humpnurey. That is where your private trader comes in! 

Mr. Garnetr. That is right. 

Senator Humpnurery. The actual handling of the goods through the 
private trader ¢ 
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Mr. Garnerr. Yes. I should add one more to that. The Depart- 
ment of Agriculture assumes the responsibility for the transaction 
until the foreign currencies are deposited to the account of the United 
States as the law requires. Then it becomes up to the Treasury and 
Budget to handle those funds. 

Senator Humpnrey. To digress here for a moment to another sub- 
ject relating to this general subject, the voluntary agencies registered 
rather:serious and sincere complaint about the fact that they have had 
to negotiate with the recipient countries for their freight shipment 
costs. 

They have had to be a kind of collection agency for that. Has this 
subject ever been brought up to the Interagency Committee ? 

Mr. Garnett. I should perhaps clarify the record here, that my 
comments have been addressed to title I only. 

Senator Humpnrey. I understand. 

Mr. Garnett. To my knowledge that matter has not been brought 
to the Interagency Committee. 

Senator Humrnrey. As you recall, we amended the Mutual Secu- 
rity Act and cross-referenced over the Public Law 480, so that freight 
costs up to a certain sum of money made available, were paid. Ob- 
viously, the recipient country also makes some payment. The agen- 
cies have had some trouble collecting. 

What they ask is, Why can’t—since we do have people who are skilled 
in these offices of ours, the embassies of ours—why can’t they represent 
our country and say, “Pay the bill”? Do you have any comment? 

Mr. Garnerr. I don’t have a comment on that. I have not followed 
that program carefully. 

Senator Humpurry. Does any of the voluntary agency program 
come before your Committee ¢ 

Mr. Garnett. No, sir. 

Senator Humpnurey. That would be strictly with ICA or the State 
Department. 

Mr. Garnett. Yes, sir. The Agricultural Marketing Service under 
416 of the act does program the food for the voluntary agencies. 

Senator Humpurey. It programs it for them ? 

Mr. Garnetr. Yes, sir; to them. 

Senator Humpnrey. The Agricultural Marketing Service deter- 
mines whether or not they will get a certain amount of pounds, tons, 
bushels, whatever is available ’ 

Mr. Garnett. Yes, sir. 

Senator Humpurey. Do you feel the separate responsibility for the 

Agricultural Marketing Service for the voluntary agency program is 
better than having all this put in 1 department, 1 bureau such as your 
Advisory Committee or your Interagency Committee ? 
_ Mr. Garnett. I think you might argue several ways. Most of the 
individual relief distribution is handled by the Agricultural Market- 
ing Service. I think that is logical. They have a domestic field force. 
Then that leaves the question of how to handle the foreign distribu- 
tion. It seems to me that the foreign distribution for this type is quite 
similar to the type that they make here domestically, and it is gen- 
erally logical for one agency to handle both. 

Senator Humpnrey. All right, Mr. Garnett. I don’t believe I have 
anything more to ask you today. I want to thank you very much for 
your cooneration on this. 
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Is Mr. Crofton here? Mr. Crofton, I am going to have to be rather 
abbreviated with you. I just received an urgent message to come to 
the Senate floor. I didn’t want to deny you the opportunity to appear. 


STATEMENT OF CHARLES B. CROFTON, PRESIDENT, CROFTON 
GRAIN CO., NEW YORK, N. Y.—Resumed 


Mr. Crorron. Do you have one of Walter Berger’s statements? 

Senator Humrurey. I remember it very well. 

Mr. Crorron. Would you want to use one of these to follow this 
through with me? 

I think somebody has drawn this up and sold this bill of goods to 
Walter. Unfortunately, the higher ups who have approved this, I 
don’t know just who that is. We didn’t have an opportunity to talk 
to them and point out the difference in the situation. 

Senator Humrenrey. This is something I want to ask you. I think 
I mentioned this one other time, Is there an industry advisory 
committee on this program ? 

Mr. Crorron. No. 

Senator Humpurey. You mean our exporters are not consulted on 
the barter program ? 

Mr. Crorron. Not on the barter program, no. I wanted to just 
go over these pages, Senator. 

On pages 1 and 2, where the Department summarizes all barter 
contracts, they state that all barter contracts have amounted to $978 
million since 1954. That $978 million reflects exports of 558 million 
bushels of grain. Saving on storage alone on that 558 million bushels 
of grain, based on 16 cents a bushel a year storage, amounts to $90 
million without considering interest or deterioration. 

Senator Humpnurey. Is 16 cents the figure ? 

Mr. Crorron. That is the storage a year. 

Senator Humpnrry. Now? 

Mr. Crorron. Yes. 

Senator Humrnrey. It has gone up, has it ? 

Mr. Crorron. Isnt’ that right, Gwynn? 

Mr. Garnett. I will accept your figure. I thought it was higher. 

Senator Humenrey. I thought there hadn’t been an inflation late- 
ly. In 1952, it was 7 cents. I just can’t keep up with these things. 

Mr. Crorton. Senator, on page 3, the first paragraph, it states: 

Ordinarily such a contract would call for material deliveries over a period of 2 
years—for a few contracts the delivery period was 6 years—and would normal- 
ly permit the barter contractor to obtain for export during such period any 
agricultural commodity which CCC was offering for export sale. The ac- 
quisition price of the material would be fixed at the time of entering into the 
contract, but the CCC export market price of the commodities in effect at the 
time they were ordered by the contractor would be charged against the contract. 

You have been kind enough to put in the record the figures I gave 
you issued by Wayne & Nugent, export grain brokers, who have 
been in the business over 35 years. They show the sales and the prices 
of free wheat. 

Here is the free market price and the Commodity Credit price. In 
connection with that comes Mr. Berger’s statement about interest on 
these deals, and he says that most of these deals are for 2 years, which 

I strongly disagree with, because this lead and zine which has been 
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brought in has been 3 months’ deals, not 2 years. A 2-year deal means 
that you must deliver the metal over a 2-year period monthly. 

So if you strike an average of 12 months, it is actually interest you 
could make for 1 year. Interest for 1 year on a cargo of wheat is 
$20,000—$500,000 is what you pay for the cargo of wheat. 

If you take the Commodity Credit price which you must pay against 
a barter contract, when you make a barter contract, you are obligated 
to buy only from the CCC, 

In this schedule of figures you will see there is a difference in some 
cases where you have to pay the CCC 9 cents a bushel more for their 
wheat than the free market price of wheat. 

Nine cents a bushel on a cargo of wheat is $31,000 more you must 
pay them for their wheat instead of the free market price. You have 
paid them $31,000. You have paid 4 percent interest on $500,000. 
you havent made a.nickel. You understand what I mean, Sen- 
ator ¢ 

Senator Humreurey. I can understand that. But where do you 
make the money ? 

Mr. Crorron. That is the risk the exporter takes. 

Senator Hpmrnrey. On getting a better price for it when he final- 
ly sells? 

Mr. Crorron. Yes, and depending on whether he buys corn or other 
commodities. 

The export business is a rather risky business, but nobody seems to 
appreciate that. That interest for 2 years is a fallacy. 

Take diamonds. You have to pay for the diamonds immediately 
on the spot. ‘There was no 2 years connected with the diamonds, 
These 6-year deals and 9-year deals, that is a special deal like zir- 
conium, which you must bring from another country and allowing 
you to build the plant in 1 year and bring the zirconium over here 
for the Atomic Energy Commission. That is what annoys me about 
the statements made here with whoever made this up for Walter. 

Senator Humpnrey. What you are saying is that all of these deals 
are not 2-year deals or 3-year deals or even 1-year deals, in which 
deals a person gets interest-free commodities ? 

Mr. Crorron. That is right. That is a definite statement I am 
making. 

Senator Humrurey. Since you know Mr. Berger, I hope you will 
take that up with him. 

Mr. Crorron. It wouldn’t do me any good to take it up with Walter. 
Walter’s mind is made up. 

Senator Humpurey. Facts are facts. There are so many days in 
the month. 

Mr. Crorron. Senator, Walter has talked to somebody up in the 
White House. 

Senator Humrnurey. IJ think the facts ought to be available to us. 
If deals are only 6-month deals, if they are 2-year deals, or 1-year 
deals, we ought to find that out. 

Mr. Crorron. You can check with the lead and zine people. I 
have been in on some of those deals myself. You had to have the 
lead and zinc here in 3 months. It has happened where it didn’t ar- 
rive in 3 months, the CCC turned it down. It arrived a couple of 
days after the 3-months’ period. 
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On page 5, the third paragraph—by the way, in the second para- 
graph you will note they say: 

This so-called easy market—this traditional dollar market for our com- 
modities, took only 30 and 31 percent, respectively, in 1955 and 1956 of United 
States agricultural exports other than barter. 

This schedule that they supplied here, if those figures are looked 
into where they say “other agricultural,” you will find them in the 
back, they say “other United States agricultural exports,” I think 
you will find included in those exports, title 1, title 2, which of course 
is increasing. ‘Those are not dollar sales. 

On page 5, in the third paragraph they say: 

Even in those cases where we had an immediate outlet for the materials we 
acquired, there was always a considerable delay before CCC was reimbursed in 
cash for the commodities turned over to barter contractors. 

If you will follow me for a second and go back to page 3, down here 
in about the middle of the page, Walter says: 

By taking immediate delivery contractors were permitted to sell barter com- 


modities in the free world market, and utilize the proceeds of such sales on a 
virtually interest-free basis up to the time at which they delivered materials. 


On the one hand, they take immediate delivery. Here he says: 


Even in those cases where we had an immediate outlet for the materials we 
acquired, there was always a considerable delay before CCC was reimbursed. 

I don’t understand it, because you must open a letter of credit and 
a performance bond with the CCC. The minute you take that grain 
from the CCC, you must pay for it. When the metal is shipped, you 
must pay for the metal. By the time the metal comes in, and you 
have used the grant, you must clean up that whole contract, nothing 
to be left open. Do you understand what I mean? 

You take the grain immediately from the CCC. When the metal 
comes in, you apply that against the grain that you took. But there is 
no 2-year period. They get paid immediately, the minute you take the 
grain from them, the minute the metal comes in. 

He says, on the one hand, the grain people make the interest by 
using the grain immediately, and, on the other hand, they say there is 
considerable delay in receiving their payment. 

Senator Humpurey. I thought i you meant was the consider- 
able delay in the CCC would be reimbursed—I see; the barter con- 
tractors. 

Mr. Crorron. We will skip to page 6. Under 1, he says: 

In general, if the barter contractor can satisfy the Commodity Credit Corpora- 
tion that a proposed barter transaction will mean a net increase in United States 
exports of the agricultural commodity involved, CCC will enter into a barter 
contract. 

I ask you, Senator, how can anyone be sure until the year is over— 
and you have your export figures, just as Mr. Garnett mentioned, 
530 million—how ean anybody be sure you have brought about a net 
increase in exports? You can’t. That is one of the restrictions in 
the new contract. 

Senator Humpnrey. I imagine what they had in mind there was 
that 

Mr. Crorron. That is a stipulation. If you want to make a barter 
deal now you must say to them, this is a net increase in the United 
States export of this agricultural commodity. How can you say it is 
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a net increase until the year is over? I don’t understand it. It is 


a restriction. These are all restrictions put in here definitely to stop 
the barter business. 


On page 7, he states : 


If there is no basis for believing that the acceptance of metals or minerals by 
CCC in lieu of dollars for a quantity of agricultural commodities will result in 
the export of more agricultural commodities, we do not believe we should barter. 

With this new list they put out, every country that you have done 
business with in grain they have looked over, it seems to me, and they 
have picked out countries where it is almost impossible to do business, 
and they say they are the countries you can ship to. That is just 
silly. That is restricted. You can’t force wheat on countries that 
have never bought before or buy in small quantities. That is defi- 
nitely a restriction. 


Each barter contract must contain a specific designation of the agricultural 
commodity involved in the transaction. Up to now barter contractors could 
export virtually any CCC-owned commodity under their contracts. 

A grain exporter, a metal man or a diamond man comes to a grain 
exporter and says, “Here is a deal we would like to make with you. 
We are going to sell the Government $30 million of some metal. If 
you will take this over, we will give you it at 1.5 percent discount.” 

How in God’s world, when an export is taking over a $30 million 
deal, and the responsibility to export that grain, can he say where the 
grain is going to? It is-up to an exporter to send it to any part of the 
world he can do. Of course, as you know, an exporter cannot sell 
where Public Law 480, title 1, is used, or ICA funds. So they have 
very few places to go. 

Here is an example. I guess it was Reynolds Metals. I think they 
sold the Government $35 million of bauxite. They went to an ex- 
porter in New York, and said, “Here is $35 million deal with the Gov- 
ernment. Will you take it at 154 discount? We will give you a 
month to work on it.” That is one of the largest grain exporters. The 
exporter said, after the month, “We can’t use it.” 

Reynolds Metals went to another one. They said, “We will take it.” 

After having it for some time, and finding all the business was going 
out on Public Law 480 and ICA, they got a little scared. They 
started to liquidate the money to smaller exporters. An exporter 
takes on quite a responsibility. When an exporter takes on a contract 
under barter, he buys from CCC. He must export that wheat. If 
he doesn’t export that wheat at the expiration of the contract, he must 
take over the Hard Winter wheat at a gulf port like G: lveston, where 
wheat at New Orleans would be cheaper. 

A fellow called up and said, “I made $100,000 today. I had an 
option to buy from CCC. The market is up 10 cents.” I said, “It 
is 10 cents cheaper at New Orleans.” 

Do you understand what I mean? 

Senator Humenrey. I understand that part of it. 

_ Mr. Crorron. Maybe I am going a little fast. This is making 
interest on money. 

Senator Humprrey. I understand it. 

Mr. Crorron. The Commodity Credit gets their price, and you must 
pay them their price. That is not mentioned to anybody in connec- 
tion with this whole thing. 
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Page 10, paragraph 6, is a little interesting. 

I am not in the metal business, and I know nothing about it. I 
have all these years in the grain business. 

It says: 


Materials delivered under barter contracts may not be produced or processed 
in the United States. Heretofore, foreign-produced materials could be processed 


here. 

Here is the situation. A department down here puts out a list of 
metals required. We will use antimony. It is one of the metals they 
require and buy. Antimony is produced in Mexico. It is processed 
in Texas. The requirements of the United States Government for 
antimony can only be met by the National Lead Co., who buys it in 
Mexico and processes it in Texas, and antimony cannot be processed 
in any other countries in the world to meet those requirements. 

Is there any sense to that? That is another restriction. Why have 
iton the list? And why block it off ? 

Senator Humpurey. The reason for that, in the opinion of the 
Department, is that they just don’t want you to barter. 

Mr. Crorron. That is exactly it. 

Senator Humpnrey. They say you can make a cash sale. That is 
the portent, the weight of evidence, of Mr. Berger’s statement. 

Mr. Crorron. Senator, the Department of Agriculture cannot prove 
that barter sales have displaced dollar sales. And exporters cannot 
prove that sales they made against barter did not displace dollar 

sales. That is an absolutely honest statement. 

But under the barter program, and these restrictions that are put 
on here, the Department of Agriculture does not realize that many 
times these barter trades—against these barter trades exporters accept 
payment in foreign currency, and they convert that foreign currency 
into dollars. They don’t have to tell the Department that. That is 
their business. 

Many times those exporters will go along on ocean freight. The 
freight may go up, and they discount the freight. That is the: way they 
push these sales. 

I remember when I was with Dreyfus. We accepted Egyptian 
sterling in payment of wheat. That was a big risk. That Egyptian 
sterling next day could have been worth nothing. That is your 
business, to find new markets and expand this business. 

To go back again, with $978 million worth of wheat, you can’t tell 
me that a great deal of that is not new business. 

On page 11—I will go through it as fast as I can—in order to round 
out each barter contract for strategic and other materials, there must 
be designated the country or origin of the materials to be delivered. 
In the past, this was not required. 

When you take on a $30 million obligation, you haven’t any idea 
whether you will use wheat, corn, sorghums—whatever you may use. 





You may sell sorghums at a discount. You don’t know where you 
will go with that. How can anyone take on a contract like that with 
the Government ? 

I have said to you here that I don’t believe the Government can 
prove that these barter sales have taken the place of dollar sales, and 
the exporters can’t prove it either. 
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I could go on with this, but I know you are in a hurry. I want to 
come back again, Senator, to this, about Canada. 

Walter Berger admitted here the other day that he was a little 
worried about Canada. I think that is one of the reasons that a lot 
of these restrictions were put in. You know that Canada is starting 
to stress the trade balance with the United States. It is too much 
in our favor. That to me means that is the start of selling their 
wheat any place they can in Europe and underselling the United 
States. We have been holding an umbrella over Canada that I know 
of for 10 years. I will put it mildly. While we held it over Canada, 
the Argentine would sell. 

You know Canada made deals last year when we would not sell to 
Poland or behind the Iron Curtain—they sold wheat to Poland. 

Senator Humpurey. On letters of credit. 

Mr. Crorron. And they guaranteed the payment up to 15 percent. 
The exporters had to take the rest of the risk. 

We are so concerned about Canada. I don’t think we have to be. 
As sure as we are sitting here, Canada will come out and undercut 
everywhere they can. I am definitely sure of that. Then we will 
say, “Why did we go ahead ?” 

As I said before, I think this barter business is the finest business, 
and Canada, if we sell in Europe against barter, they cannot complain. 
They can’t say we are dumping wheat. We are taking something 
in exchange. 

I went over that with you the other day what a wonderful deal 
it is when you can get the metal, which costs you practically nothing, 
and get rid of the agricultural products. 

There is an example, $90 million—let’s forget whether it was sold 
for dollars or what—that went out under barter, and if that wheat 
or grain stayed here that would cost $90 million without deterioration. 

Senator Humrurey. I feel there is a great deal of merit in the saving 
on our storage costs. 

Mr. Crorron. Senator, what I am saying to you is that these 
obstacles are put in the way to block barter. The other day, Senator 
Aiken asked if there had been any new barter business done. There is 
no exporter in the business who would dare take on a barter contract 
today. He is restricted as to where he can sell it. He doesn’t know 
what will happen under these new regulations. He has to name the 
country that he has to sell it to. All impossible restrictions. The 
result is that the exporters say, “We are not interested in barter.” 
That is the reason there has been no business. That is the way it 
will stay. 

Senator Humpurey. Mr. Garnett, do you have anything to do with 
the barter business? 

Mr. Garnett. I do not. 

Senator Humpurey. You are strictly title I? 

Mr. Garnett. That is right. Thé directive is to the Commodit 
Credit Corporation. They are the ones that carry on the barter. € 
are interested in the total foreign trade pattern. 

Mr. Crorron. Here is where we are at a disadvantage. This 
is definitely stopped, and it is going to be stopped. The people of 
the Department can go to somebody in the White House and get the 
authority—I don’t mean the President—get the authority to go ahead 
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with these regulations. But that man has not been in the export 
business all his life, and that man does not realize the pitfalls that 
are in here shutting off the business. 

Senator Humpnurey. You think there will be less total sales of our 
grains because of these restrictions? 

Mr. Crorron. I would be inclined to say yes, because I believe the 
barter has increased exports. You know, after all, Senator, you take 
yourself now ; if you are in a foreign country, and you are in the metal 
business, and you go to your government and say, “Listen, I can sell 
the United States some lead or zinc or other metal; how about you 
buying some wheat from them so we can make this deal,” that is help- 
ing out industry. 

Why did we make the deal for titanium sponge, $35 million worth 
with Japan? Japan’s metal industry was in pretty low shape. So 
they came here and we say, “O. K. We will take titanium sponge from 
you to help that whole mining business in Japan.” So maybe the 
grain went to other countries in the world, but it helped Japan. That 
is the way the barter business works. 

You see the barter business that is going on right now—Italy and 
Spain. Isee quite a barter business going on between Russia and some 
other countries. There was an article in the paper the other day. 
These restrictions are on here, and have definitely stopped the barter 
business. 

I don’t know when I will see you again. I hope it will be soon. 
But in a year from now you will probably say, “You were right. It 
stopped the business.” 

You can’t do it with those restrictions. 

Walter practically admitted the other day that he was trying to 
protect Canada. 

Senator Humpnrey. Have you exporters ever gotten together and 
come down to the Department of Agriculture and laid your case out 
before them ? 

Mr. Crorron. They were down here the other day. You had these 
big exporters here. 

Senator Humpurey. I am not the Secretary of Agriculture. 

Mr. Crorron. The Secretary of Agriculture, the Agriculture De- 
partment, issued these restrictions. 

Senator Humpurey. That is why I say, have you exporters gone to 
them with a committee, gone to the Secretary and said, “Look, here are 
our views; here is what the regulations are”? 

Mr. Crorron. Off the record. 

(Discussion off the record.) 

Senator Humpurey. Thank you very much. 

We will meet tomorrow morning at 10 o’clock. 

(Whereupon, at 12:57 p. m., the committee recessed, to reconvene 
at 10 a. m., on Friday, July 19, 1957.) 





POLICIES AND OPERATIONS UNDER PUBLIC LAW 480 
(S3D CONG.) 


FRIDAY, JULY 19, 1957 


Unrrep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recall, at 10:25 a. m., in room 324, 
Senate Office Building, Senator Hubert H. Humphrey ‘presiding. 

Present: Senators Johnston, Humphrey, and Scott. 

Senator Humpnurey. I want to express my thanks to Senator Olin 
Johnston and Senator Scott for holding the fort here for me. 

Today we are going to have a number of witnesses, but we also have 
statements which have been prepared by persons who wanted to come 
but were unable to do so because of other commitments: Mr. Read 
P. Dunn, Jr., director of foreign trade, National Cotton Council of 
America, has prepared a statement which will be made a part of our 
record ; Mr. George M. Strayer, executive vice president and secre- 
tary- treasurer of the American Soybean Association, has also had a 
statement prepared which will be made a part of our record. 

(The documents mentioned follow :) 


STATEMENT FILED BY READ P. DUNN, JR., DIRECTOR OF FOREIGN TRADE, NATIONAL 
Corron CoUNCIL OF AMERICA 


The National Cotton Council has supported Public Law 480 providing for the 
sale of agricultural surpluses for foreign currencies since its inception. As the 
committee probably knows, the National Cotton Council represents the six pri- 
mary cotton interest groups—the producers, ginners, warehousemen, cottonseed 
crushers, merchants, and spinners. 

Some 2.6 million bales of cotton have been authorized for export under the 
program to date. The benefit of the program in moving surplus cotton is obvious. 

The National Cotton Council recommends that Pubile Law 480 be continued on 
a temporary basis as an assistance in disposing of the current surpluses and in 
aiding those foreign countries which have insufficient dollar exchange to finance 
their cotton requirements. 

It is appropriate to take this opportunity to tell the committee about some of 
the market development operations under Public Law 480 in which the council is 
cooperating with the United States Department of Agriculture and certain for- 
eign industry groups. 

Soon after Public Law 480 was enacted, the USDA asked the National Cotton 
Council to cooperate in carrying out section 104 (a); in other words, to assist 
in the development of new and expanded markets for cotton. 

The principle of the USDA’s objective, increasing consumption through re- 
search and promotion in the rest of the world, was quickly endorsed by the coun- 
cil. The council had been working for a number of years along these lines in 
the domestic market and had been trying to interest foreign cotton groups in 
employing the same techniques. There were, however, reservations within the 
council about using Government funds for this purpose. The council finally 
agreed to a cooperative program with the Government, using Public Law 480 
funds, on the condition that such funds would be employed as a pump-priming 
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device to demonstrate the feasibility of promotion under foreign conditions, 
Also, it was considered that this would allow the necessary time for the in- 
dustry to develop a sound, long-term means of financing such activities on a 
private basis. 

These objectives are being realized. Some 14 eountries are now engaged in 
programs to expand cotton consumption. Four more countries are developing 
or considering programs. The possibilities are being effectively demonstrated, 
And, the council in cooperation with other groups is beginning to shape practical 
outlines for permanent, private financing. The creation of an appropriate and 
effective apparatus for collecting funds from 8 to 12 producing countries to 
be spent in 12 to 15 consuming countries is a tedious and complete process. Even 
in this field, the experience gained during the time that Public Law 480 funds 
are used for financing of these programs is of real value. 

In order to give the committee a general picture of what is being done in the 
development of new and expanded markets for cotton, following are some brief 
comments about the use of Public Law 480 funds and what the funds are help- 
ing to accomplish. 

The National Cotton Council signed a contract with the Foreign Agricultural 
Service which provided that the council would explore the possibilities of cotton 
market development around the world, would help organize market development 
programs in countries where they were feasible, and would supervise the opera- 
tion of the cooperative programs carried out by industry groups in the foreign 
countries. The council agreed to furnish materials, pay salaries of American 
personnel involved and cover most of the other dollar costs. FAS agreed to 
pay certain costs which the council incurred in connection with the program 
in foreign currencies. In 1956, the council contributed in materials and services 
the equivalent of about $80,000 for these activities and the FAS contributed 
the equivalent of a little over $50,000 in foreign currencies. 

Recently the growing size of these operations and the special problems involved 
in overseas operations led the National Cotton Council to organize a separate 
corporation called Cotton Council International to carry out these activities, 
The contracts between FAS and the National Cotton Council were “transferred” 
to Cotton Council International. 

Under separate agreements, FAS also has agreed to pay with Public Law 480 
proceeds up to half the foreign currency costs of the Overseas programs under- 
taken by foreign industry groups in cooperation with the council. The coopera- 
ting foreign industry groups pay the other half. 

Today, industry groups in France, Germany, Italy, Switzerland, Austria, Spain, 
Belgium, Holland, England, Japan, Mexico, and Colombia are carrying on pro- 
grams to expand cotton consumption in their domestic markets. Egypt and the 
Sudan are contributing to some of these programs in Europe. Only France had 
any significant program when this type of activity was begun under Public Law 
480. The total budget for all these programs this year is equivalent to about 
$3 million. Of this FAS is contributing about* one-third from funds generated 
by Public Law 480 agreements. The other two-thirds is being voluntarily raised 
by the foreign industry groups. The council has formal contracts for cooperative 
programs with 9 major cotton-importing countries. The council is cooperating 
on an informal, but regular, basis with groups in other countries but FAS is not 
making any financial contribution toward the programs in such cases. 

Generally speaking, the council does not contemplate cooperative agreements 
with any countries which are important producers or exporters of raw cotton. 

Following is some information about the program themselves. 

The general object of all the country programs is to stimulate a desire in 
people to be better dressed and to make their homes more comfortable and more 
attractive by using cotton products. 

Populations and incomes are rising all over the world and the opportunity for 
selling more cotton products is increasing daily. 

The per capita consumption of cotton in the United States is about 27 pounds; 
the average for the foreign world is only about 5 pounds. If the people in the 
rest of the world would each buy only 2 pounds more cotton a year (the equiva- 
lent of 1 bed sheet, or 1 pair of overalls) the world demand for cotton would in- 
crease by about 10.5 million bales annually. That would create a tremendous 
opportunity for United States cotton exports provided that United States cotton 
is competitive. 

The council is fully conscious of the fact that to capitalize on such an oppor- 
tunity in case it arises, American cotton must be competitive in price, quality, 
and promotion. But, in this statement only promotion phase is being taken up. 
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To accomplish the promotion objectives, the council his relied on the same tools 
and techniques that have been used in this country to add some 3 million bales 
to consumption—this has been accomplished despite some losses due to price in 
nonpromotable industrial fields which have totaled many thousands of bales, 

Fashion is a key approach to creating a desire in people to be better dressed. 
Fashion is the “locomotive” which pulls the big volume, mass market “train.” 
In other words, 1 dress in cotton by a Christian Dior can mean 100,000 similar 
dresses in cotton on the racks of Macy’s 90 days later. (This is also sometimes 
known as the bell-cow or Judas goat approach—but it works.) It was largely 
fashion promotion in this country which increased retail sales of low-priced cot- 
ton dresses so that today annual sales are more than $750 million higher than 
they were in 1950. 

This involves convincing the fashion leaders, those who design clothes, the 
fashion press which tells the women of the world about them, and the fashion- 
conscious women who wear the designs first, that cotton has real fashion appeal. 
Fortunately, the colors, weaves, finishes, and so forth which cotton makes so 
abundantly possible permit a firmly based fashion approach. The educational 
and selling campaigns involved in such a program are fashion shows; fashion 
publicity photos; newspaper and magazine layouts; advertising; radio, motion- 
picture, and television features ; and so forth. 

Another major step in the overall effort involves helping the distributors of 
cotton goods—particularly the retailers who have the only real contact with the 
actual buying public—to become better salesmen for cotton products. 

Special cotton promotional activities increase sales, so the retailers benefit 
from cotton promotion and consequently are quite interested after they see how 
such programs can help them. Cotton Week is an example of such an activity. 

Another technique is the sponsoring of special events which capture public 
attention and make people more conscious of the beauty and the serviceability 
of cotton. The American Maid of Cotton is an outstanding example of such 
events. Last year the Maid of Cotton visited six foreign countries and, as a 
result, cotton got a considerable amount of beneficial publicity. This year the 
Maid of Cotton is visiting nine foreign countries. Her activities are always 
coordinated with the activities of the foreign industry groups with which the 
council is undertaking cooperative programs. 

In the United States, mass production, mass fabrication, and mass distribution 
have been enormous aids to increasing cotton consumption by making high- 
quality, low-cost articles available to the entire buying populace. In most foreign 
countries, there are many opportunities to improve cotton’s position by such 
means. 

Recently good quality, well-styled, ready-to-wear women’s cotton clothing be- 
came available in France for the first time. Until now there just hasn’t been 
a high-style, ready-to-wear trade in France. This is the beginning of something 
which the council staff believes is going to spread like wildfire, not only in France 
but throughout the foreign world. The cooperative programs undertaken with 
Public Law 480 funds will help it spread, and cotton should benefit accordingly. 

Market research is a very important part of all the joint market development 
programs for cotton that are being undertaken by the council in cooperation with 
the foreign industry groups. Such research determines what consumers like, 
dislike, desire, and so forth; size of market; competition from other products, 
and so forth. This type information is essential in order to develop and operate 
effective promotional progranas. 

Many of the foreign industry groups are starting this type work for the first 
time but it is expected that this type work will be continued and expanded as 
their programs come into full operation. 

The programs of the foreign groups are essentially long-range programs which 
must be continued several years to be fully effective. However, some short- 
range effects are evident and are worthy of mention. 

The Japanese claim that their sales on the domestic market during the spring 
of 1956 were almost 20 percent larger than in any recent corresponding period. 
Cotton showed a sharp rise in per capita consumption relative to the other fibers 
for the first time in many years. They believe that the cooperative program was 
partly responsible for this improvement. 

Cotton consumption is up over the same period last year in several coun- 
tries ; 37 percent in Japan, 14.5 nercent in Italy, 12.5 percent in France, 9.5 per- 
cent in Spain, 7.5 percent in Germany, 4.5 percent in Belgium, 3 percent in 
Switzerland, and so forth. The cooperative programs, in themselves, cannot be 
credited with all of these gains, but there can be no disputing of the fact that 
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they have stimulated greater interest in cotton all around the world. They are 
creating a new spirit for cotton. Everywhere, there seems to be a greater in- 
terest in research for quality improvement, in improved fabrication and dis- 
tribution, and in promotion. Companies and associations are now embarking 
on large home-market advertising and sales-promotion programs for cotton— 
most of them for the first time in history. 

An industry leader in one of the largest foreign countries, commenting on 
how the programs have brought the industry closer together and concentrated 
attention on improving cotton’s position said, “We used to be known as a 
3-o’clock-in-the-afternoon industry with most of our day behind us * * * now 
we are known as a 7-o’clock-in-the-morning industry with most of our day 
ahead of us.” 

These market development efforts for cotton have brought the world cotton 
industry to a quick realization of the vital importance of promotion which would 
otherwise have required years—years in which cotton might have suffered fur- 
ther losses. As a result of Public Law 480, FAS was able to give the programs 
in foreign countries a “shot in the arm” by paying a portion of the costs of 
such programs with foreign currencies derived from the sale of surplus agricul- 
tural commodities under Public Law 480. This action “primed the pump” and 
helped the council materially in persuading the foreign industry groups to under- 
take cotton market-development programs. The long-term benefits that should 
derive to cotton from this effort appear to be considerable and consequently the 
position of American cotton should be significantly improved if the programs 
are as successful as anticipated. The American cotton industry and the foreign 
industry groups have real hope within the next few years that the cooperative 
programs will prove to be a material help in keeping cotton competitive in the 
marketplaces of the world. If this proves to be the case, cotton will owe 
Public Law 480 and the Congress a permanent vote of appreciation. 


STATEMENT FILED By GreorGE M. STRAYER, EXECUTIVE VICE PRESIDENT AND SECRE- 
TARY-TREASURER, AMERICAN SOYBEAN ASSOCIATION, Hupson, Iowa 


My name is George M. Strayer, and I live at Hudson, Iowa. I am a farmer 
engaged in seed production there, and I am executive vice president and secre- 
tary-treasurer of the American Soybean Association, which is the nationwide 
organization of producers of soybeans. The American Soybean Association has 
members in over 40 States, and represents the interests of the men who produce 
and market the soybean crop. 

Soybeans have become a very important crop to the farmers of the Midwest 
and Midsouth areas of the United States. As we entered World War II the 
United States was a large net importer of fats and oils. We found our supply 
lines cut off at the time of Pearl Harbor, and it became necessary to produce 
our own supply of fats and oils. To do so we doubled our soybean production 
the next year, and we continued to expand soybean production rapidly through- 
out the war years. We came out of the war supplying not only our own needs 
of fats and oils, but also large quantities of fats and oils to allied countries. We 
did this chiefly by expanding the production of soybeans, because the soybean 
crop lends itself to production on American farms with the same equipment, 
know-how and personnel as is used on other crops. 

There were many people who felt that with the end of the war soybeans would 
largely drop out of the picture. Contrary to this belief, the production of soy- 
beans in the United States has increased from 180 million bushels per year 
at the end of the war to a crop of 460 million bushels in 1956. Instead of a net 
importer of fats and oils we are now the world’s largest net exporter of fats 
and oils. 

Soybeans produce not only oil, which is contained in each bushel in the 
amount of about 11 pounds, but also protein. Each 60-pound bushel of soybeans 
produces about 48 pounds of soybean-oil meal, which is about 44 percent protein. 
Soy protein is the most nearly balanced of any of the vegetable proteins pro- 
duced commercially in the United States. It contains all 10 of the essential 
amino acids, and soybean-oil meal now has become the major ingredient in the 
livestock feeding industry of the United States. 

Even though we were net importers of fats and oils before the war, members 
of the American Soybean Association saw in our production of soybeans at the 
end of World War II an opportunity to build an export market for soybeans 
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and soybean products. The Army started buying soybeans for Japan, and started 
puying soybean oil and soybeans and soy flour for use in the food-starved 
European countries. Many areas of the world learned that American soybeans 
were the chaepest form of protein for human consumption, and the cheapest 
source of edible oil available. When Army purchases were discontinued we 
started to build a market for American soybeans and soybean products in the 
world markets in the form of dollar sales. 

It now appears that, out of the 1956 soybean crop, we will export, in the form 
of whole soybeans, approximately 85 million bushels. Since soybeans are not 
on the surplus commodity list and have never been on that list, every bushel of 
these soybeans has been sold for dollars. Our No. 1 customer is Japan, which 
formerly relied on Manchuria and China for its soybean supplies. Other 
markets for whole soybeans are Germany, the Netherlands, Belgium, Denmark, 
England, France, Norway, and Sweden. 

In addition to the exportation of whole soybeans in large quantities we are 
now exporting from the United States large quantities of soybean oil. Mr. 
Howard Roach, in reporting for the Soybean Council of America, will explain to 
you the market which exists for American soybean oil in the Mediterranean 
countries. 

Because soybeans produce two of the most scarce of all food commodities in 
the world food economy, the American Soybean Association has felt that we 
should do everything within our power to promote expanding markets for 
American soybeans and soybean products. As executive vice president and 
secretary-treasurer of the association I have spent a large portion of my time 
since 1949 in working with foreign buyers, visiting foreign countries and working 
with the buyers in those countries in order to keep them satisfied with our 
products. We recognize—that in the soybean crop we have a commodity which 
the world needs in large quantities. We have made it our job to try to mer- 
chandise these soybeans and soybean products into the markets where they are 
needed. 

We immediately found that we had some major problems. Soybeans are pro- 
duced by mechanical production methods in the United States, and are 
harvested with machinery. In the markets of the world we found ourselves 
eompeting with soybeans which were planted, cultivated, harvested and handled 
by hand methods. There was very little breakage or cracking of the beans, sinte 
the harvesting was a hand operation. In our harvesting and marketing of the 
soybean crop in large quantities in bulk we found ourselves creating foreign 
material and broken and cracked soybeans, to which our customers objected. 
We have endeavored to solve some of the problems which we met, and in doing so 
we have influenced the grain grading branch of the United States Department 
of Agriculture to change the grading standards applying to soybeans. Our 
foreign buyers are much more happy with the American soybeans than was 
previously true. 

The American Soybean Association is not a large organization, nor is it a rich 
organization. We have worked with very limited amounts of funds, and we have 
tried to make those funds go just as far as we could in our marketing operations. 
As executive vice-president and secretary-treasurer of the American Soybean 
Association I served as a member of the Agricultural Foreign Trade Mission 
which was sent to the northern European countries in 1954 to study our dimin- 
ishing markets for American farm products. A written report of that mission, 
along with three others which went to other segments of the world, has been 
filed with the United States Department of Agriculture. We have worked with 
the general farm organizations, and with other commodity groups, in doing 
everything within our power to provide the machinery and mechanism with 
which to do promotional work on American farm products in the world markets. 

When Public Law 480 was passed in 1954, the American Soybean Association 
and its officers saw in that Agricultural Trade and Assistance Act an oppor- 
tunity to do the promotional work which they felt was so highly desirable. I 
should point out to you again that no soybeans have ever been sold under Public 
Law 480, and we hope no soybeans are ever sold under that law. However, 
foreign currency funds accepted by the United States Government in the sale of 
tobacco, cotton, wheat, rice, tallow, and other commodities are available to do 
soybean promotion work, and we are now using some of those funds. 

Since Japan is our No. 1 customer for American soybeans, and since we have 
some major problems in the marketing of American soybeans in Japan because 
soybeans in that country are used almost exclusively for human food, it was 
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deemed desirable that we start our market development work in Japan. In 
October and November of 1955 I made a survey of Japan, and I met with the 
major trade groups engaged in the handling of soybeans and the manufacturing 
of food products from soybeans in Japan. I worked out with these trade 
groups the basis of cooperation which has ‘resulted in the establishment of the 
Japanese American Soybean Institute. That institute has now been functioning 
for 1 year. The first several months were spent in making a survey of the 
Japanese market, determining what our major problems were, and arriving 
at the basis of solution to those problems. At the end of the first year of 
operation of this project, we rewrote it, doubling it in size and we are now 
engaged in a campaign to convince the manufacturers of food products in Japan 
that American soybeans are the most desirable of all soybeans, and a campaign 
to convince the Japanese housewife that it is to the best interests of her family 
that additional quantities of miso, tofu shoyu, natto, kinako, and other food 
products made from soybeans be included in their diets. Through various 
means we are conducting schools for housewives, teaching them how to utilize 
soybean products. We are conducting sales schools for the personnel in the 
plants manufacturing these food products, and for the sales people engaged in 
the actual selling of food commodities made from soybeans. We are training 
the nutritionists of Japan to utilize soybeans in the cooking schools, cooking 
demonstrations and in their recommendations to Japanese housewives. Already 
we can see that American soybeans are far more acceptable to the Japanese 
buyer than was formerly true. During the current year larger supplies of 
American soybeans have been purchased than ever before in history. We 
think we can build a longtime dollar market for American soybeans in Japan 
through the utilization of a small amount of Public Law 480 funds being ex- 
pended in promoting the consumption of American soybeans and soybean prod- 
ucts in Japan. 

Based on our experience in Japan the American Soybean. Association, to- 
gether with the National Soybean Processors Association, organized the Soy- 
bean Council of America. Mr. Roach will tell you about the work of that council, 
but it will suffice to say that the major incentive for the market development 
work being done on soybean oil in the Mediterranean countries came as a result 
of a survey which I made in that area something over a year ago, and of our 
desire to further expand the markets for American soybean oil. 

We have only scratched the surface on the possibilities of selling American 
soybeans and soybean products in world markets. The northern European 
countries could use much larger quantities of whole soybeans. The Mediter- 
ranean countries could use much greater quantities of soybean oil. The Cen- 
tral and South American countries could use soybean oil and soybean meal and 
flour to great advantage. The populations of India, Pakistan, and many of the 
other countries of the Far East have great need for additional quantities of 
protein and fats, and soybeans supply those two commodities mere eeononiically 
than any other crop which is commercially produced in the world today. 

We are greatly interested in the continuation of Public Law 480 and in its 
expansion. We see in the expenditure of Public Law 480 foreign currencies for 
market development work, an opportunity to build longtime dollar markets for 
a crop which has never been in surplus, and which we hope we can keep from 
ever being in surplus. The soybean crop is one which can replace corn, wheat, 
cotton and other crops, and help to solve the surplus problems on those com- 
modities, reducing acreages and at the same time supplying the farmer with a 
highly profitable cash crop. We can use additional quantities of soybean-oil 
meal in our livestock economy of the United States. Public Law 480 provides 
the mechanism for exportation of the soybean oil from those beans which are 
required to produce the additional quantities of protein, and the placement of 
that oil in countries which do not have dollar surpluses. In doing that we are 
building markets for American soybean oil in countries which eventually will 
be able to pay in dollars, which cannot do so now. 

We favor continuation of Public Law 480, we endorse the programs of exhibiting 
American commodities at trade fairs in various areas of the world, we believe 
Public Law 480 offers an opportunity ‘to expand our markets for American agri- 
cultural commodities, solves some of the surplus problems of American agricul- 
ture, helps us in readjustments which are necessary in our agricultural economy 
and assists American agriculture in removing itself from the doldrums in which 
it now finds itself. We commend Public Law 480 to you and we trust your com- 
mittee will work toward its continuation and its expansion along logical lines. 
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We appreciate the opportunity to appear before your comuinittee to tell you 
of our interest in Public Law 480 and its work. 


Senator Humpnrey. There is a statement by Mr. John A. Logan, 
resident of the National Association of Food Chains. 
(The statement mentioned follows :) 


STATEMENT FILED BY JOHN A. LOGAN, PRESIDENT, NATIONAL ASSOCIATION OF 
Foop CHAINS 


At the request of the Committee on Agriculture and Forestry, United States 
Senate, we are presenting the following statement. 

Although the National Association of Food Chains does not represent any one 
commodity group, our members sell thousands of farm food products. Because 
our group represents modern, efficient food distribution, we have, for some years, 
worked in cooperation with various governmental and private agencies making 
services and facilities available to spread our technical knowledge and broad 
experience to people of other countries. 

We have noted especially the work of the general farm organizations such as 
the American Farm Bureau Federation, the National Council of Farmer Co- 
operatives, and the National Grange. They are doing excellent work in broad- 
ening foreign markets for agricultural products. 

We have had also the opportunity to observe interest in United States farm 
commodities in many foreign countries and to observe the work of the Foreign 
Agriculture Service of the United States Department of Agriculture in promoting 
sale of these commodities. The use of Public Law 480 funds for these purposes 
has, in our opinion, been helpful and productive. 

A year ago, we were called upon by the United States Department of Agri- 
culture to equip, stock and operate a supermarket in Rome in connection with 
the Third International Congress on Food Distribution and the meeting of the 
International Association of Chain Stores. This project utilized, in part, funds 
available from operation of Public Law 480. We shall be glad to tell your com- 
mittee of that experience. 

The project of establishing and operating a supermarket in Rome was devel- 
oped with the following primary objectives: 

1. To stimulate sales abroad of the products of United States farms and fac- 
tories by showing new food and industrial products ; 

2. To demonstrate, to the Italian people and the food industry leaders of 31 
nations attending meetings of the International Congress on Food Distribution, 
American methods of bringing food products from the farm to the consumer 
with the highest possible quality and efficiency and at the lowest possible cost ; 

3. To foster international good will by showing the Italian people something 
that is typically and uniquely American—the supermarket ; 

4. To show the people of the United States the benefits which they have 
reaped from their competitive free enterprise system by contrasting modern, 
low-cost food distribution with the nonintegrated methods of other nations. 


HOW IT WAS DONE 


The idea of sending a supermarket overseas as a working example of peoples’ 
capitalism was propose to John A. Logan, president, National Association of 
Food Chains, in November 1955, by the Foreign Agricultural Service of the 
United States Department of Agriculture. NAFC was asked to assume respon- 
sibility for equipping and operating this typical product of American ingenuity 
which has such great appeal to visitors from abroad. The executive committee 
of NAFC approved the request as a public service project. 

Mr. Logan suggested that the supermarket be set up in Rome to coincide 
with the meeting of the third International Congress on Food Distribution in 
June 1956. In this way, this example of self-service food distribution was 
brought to the attention of 2,500 food-industry executives from 31 nations of 
the free world as well as the Italian people. 

A committee of industry leaders—which enlisted the help of more than 600 
manufacturers who loaned equipment and fixtures and donated the 4,000 items 
displayed in the supermarket—was appointed by NAFC. The committee in- 
cluded: Lansing P. Shield, president of the Grand Union Co., East Paterson, 
N. J., chairman; A. Kohr Sprenkle, American Stores Co., Philadelphia, Pa. : 
Harold White, First National Stores, Inc., Somerville, Mass. ; and Arnold Fried- 
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man and W. Elmer Seaman of Chain Store Age, New York; as well as Mr. 
Logan who coordinated the project. 

The Department of Agriculture and private industry both assumed certain 
responsibilities in the project. The Bureau of the Budget approved an expendi- 
ture by the Department of $188,000 in Italian lire—‘counterpart funds” acery- 
ing from the sale in Italy of American surplus agricultural products under 
Public Law 480—to cover transportation by ship and plane of the food and 
equipment, rental of 10,000 square feet of space at the EUR Palace of Gon. 
gresses at Rome, market promotion and Italian labor. (The funds aproyed 
were not all expended on this project.) 

Industry, at a cost estimated at over $200,000, provided technical knowledge 
and skill, equipment, fixtures, merchandise, and development, layout, super- 
vision, and operation of the market. Several NAFC member companies cop- 
tributed the services of specially qualified executives for as long as 3 months to 
work on the project in Italy. 

The plan and procedure for operating the project were as follows: 

The must modern American equipment and fresh and processed foods—with 
produce not available in Italy flown from this country regularly to assure that 
the displays at the exhibit were fresh and appealing—were used to equip the 
store and stock the shelves and counters. In all, some 4,000 representative 
items were stocked on the shelves of the display. Some Italian food products— 
such as meats and some fruits and vegetables—were also used, but they were 
prepared and packaged by American industry representatives at the exhibit to 
demonstrate methods for making more effective display and more appealing 
presentation of commodities. 

Although no sales of food were actually made, the visitors had every oppor- 
tunity to observe the modern processing, packaging, and merchandising methods 
which are almost unknown in Italy. They were also able to see the prepackag- 
ing rooms in which many of the fruits, vegetables, and meats were prepared for 
display in refrigerated cases. In order to get some of the foods into the average 
Italian home—and also as an effective promotional device—visitors selected 
from the crowd were given “lucky number” slips entitling them to take home a 
bag of American food products from the exhibit. 

Some manufacturers’ and processors’ representatives, as well as supermarket 
executives, were on hand to talk with Italian businessmen and the delegates 
to the International Congress about the foodstuffs and industrial equipment and 
to answer questions, which were many and varied. Almost all of the equipment 
used for the display exhibit was sold in Rome and the manufacturers report great 
interest from Italian businessmen who want to import equipment and processed 
packaged foods. 

The supermarket exhibit—which the Italians called Supermercato USA—was 
an exact replica of its moderate size American counterpart, complete to a wide 
array of package “groceries,” meat, poultry, produce, dairy products, bakery 
goods, candy, paper products, frozen foods including TV dinners, and homewares. 
It was officially opened by Italian President Giovanni Gronchi and a crowd 
estimated at 17,000 people—58 a minute—went through the market in the first 
5 hours it was open to the public. Almost 500,000 Italian in all walks of life 
visited the market during the 2 weeks the exhibit was open. 

In order to show more graphically the methods used in the United States to 
cut distribution costs to the consumers and to put food production, processing, 
transporting, and distribution into their proper perspective, the visitors to the 
market first entered an “introductory area.” There they saw—in pictures and 
models—the typical flow of food from farm to factory to self-service market 
to consumer under the American free-enterprise system. In this area, they were 
told in their own language the significance of the display and of the supermarket 
they were going to see. 

Inside the market area, Italian-speaking demonstrators pushed supermarket 
carts along the aisles of the displays, picking out goods from the shelves and 
wheeling them to the checkout stands where the “sales” were rung up on a cash 
register. No actual sales were made and all prices were marked in American 
dollars and cents to avoid possible repercussion from dramatization of the fact 
that American prices of many products were about 50 percent lower than Italian 
prices for the same article. 

The things that make the supermarket in this country—self-service, depart- 
mentailzed store, “production line” processing and packaging, mass display, 
standard quality and price, effective use of color, cleanliness and sanitation, 
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imaginative advertising and selling techniques—were all demonstrated and 
discussed at the exhibit. 

When the exhibit was conceived, it was felt it would further good relations 
between the people of Italy and the United States by demonstrating American 
willingness to share the experience and know-how which have made possible the 
technological advances and high standard of living enjoyed in this country. 

But when the project got underway, it was found that the sheer magnitude of 
the job involved won the American businessman many new friends. It meant 
setting up a complete supermarket 4,000 miles away from the place in which the 
equipment was manufactured and the food processed—in a building with inade- 
quate water and electrical facilities—and in less than half the time it usually 
takes to do a similar job at home. 


RESULTS 


The overall results of the project and the reaction of those who visited the 
exhibit in Rome were even greater than had been anticipated. Originally planned 
to stay open for only a week with a projected audience of 200,000 people, the 
exhibit was extended for a second week and, by the time the doors closed on the 
last day, nearly 500,000 visitors had passed through its doors. When it was 
all over, Government oflicials called it the most successful demonstration of 
Government-industry teamwork in which we have ever participated. 

More specifically, the results were: 


STIMULATION OF SALES OF PRODUCTS ABROAD 


Reaction of both consumer and businessman indicates that American farms 
and factories will find new markets for their goods opening up in many other 
countries because of the supermarket exhibit. Manufacturers who loaned the 
modern equipment and fixtures for the exhibit found a market in enterprising 
Italian businessmen who bought much of the essential equipment in the displays. 
These resourceful people who originally planned to set up one supermarket in a 
new Rome apartment development now have opened three and are planning 
further expansion. Prices are reported to be 8 to 10 percent lower than those 
available to Italian homemakers otherwise. 

In Milan, Italy, another company financed in part by American capital through 
the International Basic Economy Corporation (Rockefeller) is now building six 
supermarkets, which, it is understood, will be the first in a chain. Other com- 
panies are planning to open supermarkets in all major cities in Italy. Dr. Bene- 
detto Cusimano, director, Centro Tecnico del Commercio per la Produttivita, 
wrote recently: “Since June 1956 in this country a real revolution has started in 
the field of distribution.” 

The great public interest in the exhibit and the initiative of food-industry 
leaders in Italy already have developed some products as well as interest in the 
frozen-food and the prepackaging fields. The opening of plants in which to 
process cheese, pasta, and other products of Italian farms should speed the 
economic recovery of southern Italy, largely agricultural, which has lagged 
behind the industrial northern part of the country since World War II. 

American food products already are finding acceptance in Italy. Photographs 
of the new supermarkets in Italy, taken recently, show numerous well-known 
brands of American food displayed on the shelyes—canned fruits and vegetables, 
packaged cereals, gelatin desserts, coffee and tea, biscuits and crackers, dried 
fruits, ete. Interest in frozen foods now is so great it is anticipated that markets 
for some items will develop sooner than anticipated. 

Although the Department of Agriculture says it is too early to tell exactly 
what effect the exhibit may have on the sales of United States farm products, 
they feel it will be substantial. At least one segment of the industry—poultry— 
has reported extremely promising markets for its products directly related to 
the exhibit, and it is reported that the citrus industry also has had inquiries. 

The United States Department of Commerce has recently asked NAFC to 
develop another supermarket for exhibit abroad. This one will go to Yugo- 
Slavia and will mark the first time people in Eastern Europe have seen self- 
service food distribution—an American supermarket. 


DEMONSTRATION OF MODERN AMERICAN MERCHANDISING METHODS 


The complete-in-every-detail supermarket did more than any number of words 
or pictures could to describe the advances made in the United States in the fight 
95262—57—_—-43 
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to keep food costs to the consumer down. In the words of the Business Week 
reporter, “If the Roman housewife could make the decision, the supermarket 
would take over Italy.” Italian businessmen also expressed approval. One pre- 
dicted, “We'll have supermarkets in 5 years—the country is ripe for them,” 
Another says, “The idea is entirely practicable on a countrywide basis. It would 
cut consumer costs upward of 10 to 15 percent.” 

For the delegates to the International Congress on Food Distribution meeting 
in convention rooms above the exhibit the supermarket was a revelation. Many 
delegates spent a large portion of their time observing the American methods 
with an eye to emulating them in their own countries. 

To the people of Italy in particular the importance of the supermarket exhibit 
was underlined when His Holiness Pope Pius XII issued a special message prais- 
ing the exhibition of self-service for its moral influence on the people and as a 
means of sharing the work and lowering the prices of food for the benefit of 
everyone. The Pope said the system “presupposes a corresponding strengthen- 
ing of the moral sense and responsibility of the individual ; that which is at stake 
is not the success or the failure of one person only, but, to a much more marked 
degree than before, the proper functioning of the whole commercial system and 
as a consequence the raising of the standard of living of the population.” 


FOSTERING INTERNATIONAL GOOD WILL 


The story of the supermarket and the sweeping effects it has had on the Amer- 
ican economy and can have on the economy of the rest of the world was told 
well and often by news media in Italy and other countries. The coordinated 
efforts of the United States Information Agency, the Department of Agricul- 
ture, exhibit personnel, and NAFC brought complete coverage of the exhibit 
in almost every part of the world. The Italians and people of other countries 
who had been skeptical of “propaganda” about the high standard of living in the 
United States saw with their own eyes the wide variety, superior quality and 
relatively low prices of food offered every American, and came away hoping 
businessmen in their own countries would provide them with the means to reap 
the same advantages. 


EFFECT OF SELF-SERVICE ON FARM MARKETS 


Interest in self-service in other countries is running high because of its im- 
pact on distribution methods here. First introduced in 1916, self-service de 
veloped into the supermarket form of distribution we now know in the United 
States. Through its invitation to “impulse” purchases, self-service has had an 
impact on the American standard of living. Appeal of merchandise available 
to touch, see, smell, and feel increases sales, and, as a result, food consumption 
is also increased. 

This broadens the market for farm products and helps create additional jobs 
all along the line from farm to table. Larger sales also reduce costs and enable 
lower prices which, in turn, increase food purchasing power—encouraging fur- 
ther expansion of food consumption. Large volume, low profit and fast turn- 
over under self-service have contributed to the reduction in the cost of food 
distribution in the United States from an estimated 60 percent in pre-self-service 
days to 18 percent today. 

The “American Way” supermarket project made possible by the United States 
food industry, and the United States Department of Agriculture through the 
use of Public Law 480 funds, had already proved its success in stimulating the 
development of self-service food distribution in Italy. This promises a continu- 
ing growth of the market for products of American farms and factories. 

JULY 19, 1957. 


Senator Humpnurey. Statement of Mr. Stephen L. Denning, presi- 
dent, Foremost Dairies, Inc.; Mr. Gordon Boals, director of export 
programs, Millers National Federation; Mr. J. B. Hudson, president 
of the Tobacco Associates Inc.; and Mr. Carpenter, president of the 
Institute of the American Poultry Industry. 

Those statements that I have just mentioned will be incorporated 
in the record at the appropriate place. 
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(The statements are as follows :) 


San Francisco, Carir., July 19, 1957. 
Senator Husert H. HUMPHREY, 
Senate Office Building, Washington, D. C. 


Dear SENATOR HumpHREY: Your invitation to participate in the hearing con- 
cerning the market development phase of Public Law 480 is very much appreci- 
ated, because this development is a subject that is of utmost importance to the 
American people, to industry, and to the United States Government in solving 
the problems of agricultural surpluses. 

It has been felt by our company for some time that in Public Law 480 was the 
opportunity to establish large, permanent outlets for surplus dairy products. 
In April (1955) a presentation was made to the United States Department of 
Agriculture and a plan submitted for the installation of 14 plants. Many delays 
were encountered in the execution of this plan, due to confusion in interpreting 
the provisions of the act. 

As a result of the indecision, our company proceeded alone and installed two 
recombining plants—one in Bangkok and another in Taipei. The land, building, 
machinery, equipment, and all of the facilities were financed by our organization. 
In Bangkok, we were given a grant of bahts equivalent to $100,000, to be used for 
market-development purposes under a specific plan. 

Market development in itself is a broad subject and covers, among other things, 
a basic educational program establishing the healthfulness and nutritional value 
of dairy products, and then creates the habit of regularly using dairy products 
and subsequently accomplishing the establishment of commercial outlets, where 
the dairy products are readily available. 

It is a simple matter to install plants and equipment, but it is a more difficult 
problem to develop the markets. Assistance from the United States Govern- 
ment, under the provisions of Public Law 480, could be of material benefit in the 
development of permanent markets. 

Our company operates in many locations throughout the world, including 
Japan, Okinawa, Guam, Hong Kong, Bangkok, Taipei, Athens, Ankara, and 
Izmir, and others. We have pioneered recombined dairy products and have 
made a success of these operations. Today, our company stands as one of the 
largest exporters of nonfat dry milk solids and anhydrous milk fat in the United 
States, for use in this field. We are proud of this accomplishment and have 
confidence in the further development of the market throughout the world for 
these fine elements of human nutrition. 

Public Law 480 could stand as a landmark in the development of foreign 
markets, providing it could be properly implemented. One of the greatest draw- 
backs is the interpretation of the language of the act. It seems that in the 
present hearings, the intent should be written clearly; provision should be made 
for market-development projects executed directly with private enterprise in addi- 
tion to trade organizations and also funds generated under the sale of agricul- 
tural products should be made available to industry for physical facilities for 
developing the market. 

The ultimate object of market development is to create regular consumers of 
the product, and covers activities from the dairy-processing plant to the final 
use of the product. Funds under Public Law 480 should be made available to 
private enterprise for market development covering all of these phases. 

If a proper plan is developed and a firm basis established, market develop- 
ment would not need assistance for more than 3 to 4 years. This assistance 
should be substantial the first year, decreased some in the second and third years, 
and completely eliminated in the fourth year. 

Giveaway programs do not develop permanent markets; it requires the estab- 
lishment of local facilities for the development of permanent markets, and this 
entails finances which should be made available to private enterprise, which can 
in turn supply the personnel to do the market-development work. Our com- 
pany has a large reservoir of personnel trained in the dairy-products industry, 
qualified to perform duties in all of its branches; only from industry can a satis- 
factory staff of personnel be developed for the purpose of developing markets. 

Senator Humphrey, we want you to know that our company is exceedingly in- 
terested in this project and hope that the suggestions contained in this letter will 
be of interest to you. Our company is now sending a detailed presentation to Mr. 
Gwynn Garnett, Administrator of the Foreign Agricultural Service, and I am 
taking the liberty of sending a copy of this thinking. You will find in this pres- 
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entation many points which are directly applicable to this project. Please do 
not hesitate to call upon us, if we can be of assistance, at any time. 
Best regards. 
Sincerely, 








S. L. DENNING, 
Vice President, Foremost Dairies. 











STATEMENT FILED By Tosacco Associates, INc. 


Tobacco Associates, the Burley and Dark Leaf Tobacco Export Association, 
and the Leaf Tobacco Exporters Association are the trade groups in the United 
States which are cooperating with the United States Department of Agriculture 
in carrying out the market-development projects for tobacco in the various foreign 
countries under the Public Law 480 market-development program. These three 
trade groups have signed agreements to undertake projects in Korea, Japan, 
Thailand, Burma, Italy, Spain, France, Finland, and Austria. Some of these 
projects have already been completed and others are underway. Some of the 
Inajor activities which have been undertaken in the market development work 
for tobacco are as follows: 











1. Promotional activities for erpanding the use of United States tobacco 


This work is designed to expand the consumption of tobacco products which 
contain a high percentage of United States leaf and to help promote the sales 
of new brands of American-type cigarettes. The advertising and sales campaign 
in the foreign countries utilizes trade journals, newspapers, radio, television, 
placards, magazines, samples, and trade fairs as a means of accomplishing this 
type of project. 

Tobacco Associates, the Leaf Tobacco Exporters Association, and the Burley 
and Dark Leaf Tobacco Export Association signed an agreement with the Depart- 
ment of Agriculture in April of 1956 to undertake a project of this type in Japan. 
A sales promotion program was initiated in cooperation with the tobacco industry 
in Japan in May 1956 and will continue under the present terms of the contract 
until June 30, 1958. 

In this particular project, we are spending the equivalent of about $200,000 
per year to promote the sale in Japan of the brands of cigarettes made locally 
in that country which contain United States-grown leaf. A large part of the 
funds is being used for advertising. Other activities in the sales promotion 
program include contests, film shorts for use in movie houses, point of sale dis- 
plays and placards. 

Plans are underway to initiate programs of this type in Thailand and France. 



















2. Visits of foreign tobacco officials to the United States 

Market development funds under this type of project are being used to finance 
the travel of 3 or 4 key officials in the tobacco monopolies or tobacco manufac- 
turers associations of the participating countries. The purpose of these projects 
is to acquaint foreign officials with our modern and efficient manufacturing and 
distribution methods. This type of project is designed to further good relation- 
ships between the tobacco trade groups in the United States and foreign countries 
and should assist some foreign countries in modernizing and better equipping 
their plants and expanding their output of tobacco products. 

Since February 1956, United States tobacco groups have arranged for 30 key 
officials representing either the tobacco monopolies or the tobacco trade of 6 
foreign countries to visit the United States. The participating countries were 
Japan, Korea, Thailand, France, Austria, and Finland. The length of the visits 
of these groups has varied from 2 weeks to 1 year. Most, however, have been 
about 1 month. 

A chemist with the Thai Tobacco Monopoly who came to this country to take 
advanced work in chemistry in September 1956 at the University of Kentucky 
has just returned home where she will apply her newly acquired knowledge in 
the Monopoly Research Laboratory, as well as share it with others working 
in the same laboratory. Another Thai Monopoly tobacco chemist will also soon 
complete 1 year’s study at North Carolina State College. 

8. Market analysis in foreign countries of the factors affecting the demand for 
United States tobacco 

Studies of this type given consideration to all the factors affecting the demand 

for United States tobacco, such as domestic production, trade, marketing tobacco 
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products, consumption of tobacco products, taxation, government factors, et 
cetera. Such studies provide a basis for conducting other types of projects within 
the scope of market development work. 

During 1956, the University of Kentucky sent two marketing specialists from 
their Department of Agricultural Economics to make a study of this type in 
Spain, and this year North Carolina State College sent a specialist to Burma 
for the same purpose. The results of these studies will be helpful in deter- 
mining what steps and procedures should be taken to increase United States 
tobacco exports to those countries. 

4. Consumer preference surveys for tobacco products 

This type of project is designed to make a detailed study of the type of 
tobacco products desired by consumers. It also indicates the relationship be- 
tween retail prices of tobacco products and total consumption. The basic 
information derived from this type of survey may be used to determine the 
potential market within the country for United States tobacco and give some 
indications as to what steps should be necessary in order to realize the full 
potential. Y t 

During 1956, an agricultural economist from the University of Tennessee 
spent 3 months in Italy making the arrangements and establishing plans for a 
survey of this type. The Italian survey has been completed and the results of 
the study will soon be available. 

5. Technical assistance 

In some countries where the cigarette manufacturing industry is either rela- 
tively new or for other reason not highly developed a need exists among the 
manufacturers for technical assistance in the blending and processing of United 
States tobaccos in order to produce the best quality of tobacco products. In 
May of 1957, the United States tobacco trade groups made arrangements for a 
qualified expert to go to Korea under the market development program to assist 
the manufacturing industry in that country in improving their methods and 
procedures, as well as to advise them on making the proper blends. 

6. Exhibits at international trade fairs 

During 1956 and 1957, United States tobacco products or tobacco products 
containing United States leaf have been featured at trade fairs in Spain, Japan, 
Italy, and Thailand; participations are currently scheduled for other inter- 
national fairs during the remainder of 1957. 

We would not like to imply that the market development program is fully 
responsible for the following developments which have recently taken place. 
However, there is no question but that the market development program has 
made some contribution toward these developments. 

1. During the year ended June 30, 1957, Japan used approximately 2 million 
pounds more United States tobacco than was used during the previous year, 
representing an increase in consumption of United States leaf in that country 
of about 40 percent. 

2. Japan has recently developed and put on the market a new brand of ciga- 
rettes. The blend of this new cigarette includes United States leaf. 

3. Japan, without any urging on our part or, in fact, without our knowledge, 
established a production and merchandising goal for the coming year which, 
if realized, will represent an increase in consumption of our tobacco of another 
2 million pounds. 

4, After the Finnish delegation which visted the United States in the fall of 
1956 returned to their homeland, some of the companies represented in the 
delegation reorganized their advertising and others changed some of the blends, 
both actions based on some of the knowledge gained by visiting the United 
States. Since that time, there has been a tremendous increase in the use of 
United States tobacco in that country. 

5. Agricultural attachés, salesmen for United States exporting corporations, 
and others who have visited the tobacco industry in the countries in which we 
have Public Law 480 market-development projects either completed or underway, 
report that an appreciable amount of good will has been or is being created 
by the contacts and programs which are being made possible under this program. 

Needless to say, we in the United States tobacco producing and exporting 
industries are very appreciative of both the program and the results which are 
being realized from the Public Law 480 market development program. We do 
not recommend that there be any immediate substantial increases in the amounts 
of funds to be made available annually for tobacco programs since we feel that 
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about as much money is now available as can judiciously be utilized in this 
type of work. We do recommend, however, that provision be made for the con- 
tinuance of these market development programs at the present or slightly higher 
levels. We feel that these programs have been helpful in maintaining sales of 
United States tobacco in foreign countries. 


STATEMENT FILED By GORDON P. BoALs, DIRECTOR oF Export PROGRAMS, MILLERS’ 
NATIONAL FEDERATION 


The Millers’ National Federation welcomes this opportunity to report on mar- 
ket development activities under Public Law 480 with special reference to wheat 
and wheat products. The federation is the national association of the United 
States milling industry. Its members account for approximately 85 percent of 
the flour produced in the United States and almost 100 percent of the flour ex- 
ported from our country. It has member mills in 36 States and the District of 
Columbia. 

Members of the United States milling industry and the Millers’ National Fed- 
eration have long been leaders in market promotion for wheat products. They 
have created many new forms of using wheat products, such as prepared mixes, 
breakfast foods, and in bulgour form. Milling companies carry on wide-scale 
promotion and advertising of wheat products in the press, national magazines, 
the radio, and on television. The federation’s Wheat Flour Institute with its 
test kitchen, recipe service for food editors and others, its numerous publica- 
tions and film strips has long carried on a major educational and service pro- 
gram for wheat products. The federation’s export program since 1952 has also 
directed most of its activities to the problems of export and the development of 
new foreign markets. 

These are some of the reasons why the federation believes that the United 
States milling industry is well qualified to discuss market promotion for wheat 
products, not only in the United States but also in foreign markets. In fact, 
in no country of the world is there anything comparable to the federation and 
industry promotion program for wheat products that is now being carried on in 
the United States. 

This statement is divided into three general parts: (1) Background comments 
about foreign market promotion for wheat products; (2) federation and indus- 
try activities under Public Law 480; and (3) observations and recommendations 
about future 104 (a) activities. 


1. Background comments 


When Public Law 480 was passed by the Congress in July 1954, the federa- 
tion started to give special attention to the act and particularly section 104 (a) 
relating to foreign market development activities. As this provision was de- 
pendent upon the availability of local currency resulting from sales of surplus 
commodities, it was obvious that little or nothing could be done about market 
promotion under the act until agreements were negotiated between the United 
States and foreign countries and the commodities were purchased and shipped. 

In cooperation with Foreign Agricultural Service market exploratory trips 
were made to most of the countries of Asia in the fall of 1954 (also in coop- 
eration with the Oregon Wheat Growers League) and to South America in the 
spring of 1955. Special attention was given to markets in which additional con- 
sumption possibilities appeared to exist for wheat and wheat products, both 
as regards sales for local currency and through market promotion activities. 

As a result of these special survey trips and also many earlier consumption 
and trade studies for wheat and wheat products in most areas of the world 
(during more than 20 years when I was with the United States Department of 
Agriculture and international agencies), it is believed that there are a large 
number of countries in which significant gains in the consumption of wheat 
product foods is possible. This is notably true of the so-called group of under- 
developed countries, particularly in Asia, Africa, and parts of South America. 
Not only does this group of countries account for a large part of the world’s 
population but it also has the lowest per capita food intake and needs nutri- 
tious low-cost food, such as wheat products. 

The more industrially advanced countries of Western Europe, on the other 
hand, which have long been the major markets for wheat are already con- 
suming wheat products at a fairly high per capita rate. Further gains in 
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total consumption are likely to be limited in most countries even though con- 
siderable increases appear possible for certain types and specialty wheat product 
foods. 

This unusual country situation has posed some special problems for market 
promotion work for wheat and wheat products. It is especially difficult to 
move very fast with such programs in underdeveloped areas, yet they hold the 
possibilities of greatest gains for wheat-food consumption. Market promotion 
under such conditions almost becomes a form of technical assistance with 
great emphasis upon nutrition education to establish the importance of wheat 
foods in local diets, training of local personnel for many project activities, dem- 
onstrations, preparing and printing informational and publicity material, etc. 

Few foreign countries have any national organization interested in doing any- 
thing about consumer promotion of the use of wheat products—the consumer 
is the forgotten man. Such organizational groups are essential, however, and 
must be established, which requires time, if joint industry promotional work 
is to be done. Many countries have millers’ organizations but unlike the United 
States, they have been concerned primarily with maintaining a controlled 
market—the cartel approach—rather than expanding consumption by improving 
quality and variety of products or by reducing prices. 

Regular commercial markets, and there are many around the world which 
have foreign exchange for needed imports, are largely excluded from this state- 
ment. In general, of course, such countries seldom qualify for purchases under 
Public Law 480 so agreements are not made and local currency is not avail- 
able (unless on a convertible basis) for 104 (a) market development activities. 
Furthermore, in regular commercial markets the private export trade usually 
earries on Such promotional work as appears necessary or justified. 


2. Federation activities under 104 (a) 


The Millers’ National Federation was among the first of the commodity 
trade groups to sign a program agreement with the Foreign Agricultural Serv- 
ice. The agreement was signed February 21, 1956. 

In order to gain some practical operating experience under this Government 
program, the federation decided to direct its major efforts in the first instance 
to one country in which a variety of projects might be carried out. In this 
way it was hoped that problems of administration, personnel and staff, export 
budget, types of projects and promotional activities, as well as possibly some 
results, would become evident. 

The country selected for a trial run was Colombia, South America. It was 
typical of many in which Public Law 480 agreements were being made yet diffi- 
cult and challenging in many ways. The per capita consumption of wheat prod- 
ucts for food was very low, imports of wheat were restricted due to foreign 
exchange difficulties, domestic prices were the highest in the world with wheat 
at around US$7 per bushel (official rates of exchange) and import duties and 
charges were very restrictive, amounting to about 250 percent of the cost, in- 
surance, and freight value of United States wheat and flour. Imports of bread 
flour were prohibited by the lack of import licenses. At the 1955 Bogota Interna- 
tional Fair, however, the United States agricultural exhibit had included a bread 
sampling project in cooperation with the federation and one of its member mills. 
As United States bread samples had been one of the highlights of the fair and indi- 
cated an active demand for good quality bread, if available, there also appeared 
to be considerable local interest in an active promotion program. 

Three project agreements for wheat product activities in Colombia were 
signed during 1956 and two were completed. The first (project I) represented 
“a project for the development of plans and preliminary arrangements for the 
carrying out of market-development activities in Columbia.” The agreement be- 
tween the Foreign Agricultural Service and the federation was signed March 21, 
1956, and it was effective until December 31, 1956. During those 9 months I 
personally made 2 trips to Colombia for survey and supervisory purposes and 
the federation maintained a representative there during most of the period 
for handling day-to-day project work. Among the project activities and ac- 
complishments, the following may be of interest, especially as they are indica- 
tive of the type of activity that may be carried out in many countries. 

1. Market studies——_In order to develop an effective promotion program a 
special study was made of the market situation for wheat and wheat products in 
Colombia. articular attention was given to potentialities of increasing the 
consumption of wheat product foods in the diet during the next few years. 
The lack of much basic statistical data about food production, utilization, 
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income levels, ete., especially in a country with as varied climatic conditions 
as Colombia, makes such studies difficult. 

It is similar in many ways to trying to put a jigsaw puzzle together in which 
several of the pieces are lost or partly broken. Piece by piece the picture or 
pattern of the market becomes visible or points up the uncertain parts which 
require additional attention. In this connection it seems significant to note 
that all information available indicated that there are probably few countries 
which offer the possibilities of greater percentage gains in wheat-food consump- 
tion than Colombia if some of the existing import and food-policy restrictions 
can be modified. 

2. Survey of baking industry and establishment of a national bakers’ associa- 
tion——The baking industry in Colombia is commonly regarded as the largest 
food industry of the country. Few facts, however, have ever been assembled 
about the industry, and little or no attention has been given in food-policy mat- 
ters to recommendations by bakers. This was largely due to the fact that they 
have been unorganized, and there was no one to discuss or present the posi- 
tion of the baking industry to Government agencies. As a result, they have 
been frequently faced with shortage of supplies, import restrictions that were 
often similar to embargoes, poor and irregular quality, and high prices of the 
local flour received. 

Similar conditions for bakers prevail in country after country around the 
world. Yet it is the baker who sells the bread and bakery products to the masses 
of consumers everywhere and who occupies a key role in any promotion program 
for increasing the consumption of wheat-food products. 

In order to assemble available facts and especially obtain a useful cross-sec- 
tion sample of the baking industry in Colombia, a special survey of the industry 
was made. <A local Colombian was employed to visit all major cities and 
provinces of the country to contact bakers and develop basic information about 
the industry. It was the first time such a survey had ever been undertaken, 
and it proved very useful. 

A national bakers’ association for Colombia was also organized in April 1956. 

It includes bakers, both large and small, from all parts of the country. The 
association has proven to be of considerable help to its members and, in turn, 
consumers of wheat products in Colombia. Membership in the association has 
increased fourfold in a little over a year, and it is growing steadily. It was one 
of the major activities and achievements of project I, and, as will be noted later, 
it made possible a joint industry promotion program in the country. 
3. Contact with Government and trade groups.—Establishing and maintain- 
ing contacts and closer working relationships with United States and Colombian 
Government as well as trade and industry officials, was one of the most impor- 
tant and useful activities of the project. Such contacts help to provide the 
soil and climate necessary for planting the seeds of a market development pro- 
gram for wheat products and helping such seeds to grow. In Colombia such con- 
tract work was aided greatly by the very cooperative and enthusiastic support 
of the United States agricultural attaché, Mr. Earl Loveridge. 

During the period project I was in effect in 1956 (about 9 months) there were 
three different ministers of agriculture. Many other changes in cabinet ministers 
and in Government departments, also in the United States official staff in Bogota, 
occurred. While the changes in this particular period may have been somewhat 
unusual, it emphasizes the need and importance of maintaining frequent con- 
tact with local conditions and personnel if market development activities are to 
be carried on successfully. 

In countries such as Colombia where there is very little factual information 
available, especially on an organized or comparative basis, and market condi- 
tions are beginning to undergo frequent changes with new roads and transport, 
new factories, more urbanization, and similar developments, effective survey 
projects require not only considerable time but must also be largely based on 
personal observations and contacts with local persons or organizational groups 
concerned with particular activities. 

4. A blended wheat-price program.—Special attention was given to the wheat 
and bread-price problem in Colombia during the survey. Such a study had been 
specifically requested by the minister of agriculture in 1955 in an effort to try 
to find some solution to the problem of high domestic prices of wheat and a 
widespread desire of the people to be able to eat more bread and other wheat 
products. 

This unusual price situation has resulted from very high import duties and 
other charges, including rigid exchange controls on wheat and wheat products 
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into Colombia in order to protect the highest domesfic price for wheat of any 
important country in the world. In turn, bread and other wheat products have 
largely become luxury-food items. 

After a careful study of the Colombian problem, including the important 
political and organizational aspects which are involved, a special report was 
prepared for Colombian and United States officials. It recommended a blended 
price program which would permit a substantial reduction in the sale price of 
flour without changing the price of locally produced wheat. Such a reduction 
appears both possible and practical, due to the need to import approximately 
half the wheat products for present consumption. As such supplies are available 
at much lower prices, an averaging or blending of imported and domestic prices 
might be made, especially in view of the unusual import authority of a Govern- 
ment agency known as INA. 

5. Assistance in dealing with import problems with Colombia.—There are few 
countries in the world that have had more restrictive barriers for trade in wheat 
and especially wheat products in recent years. The survey project, it is believed, 
has contributed considerably in gathering needed information about this prob- 
lem and also in helping to develop some changes in attitude about imports, par- 
ticularly for wheat and wheat products. A year ago, for example, most Colom- 
bian policy officials and their advisers were talking about self-sufficiency in 
most food and agricultural products as almost in sight. Little thought about 
cost or economic consequences was to be noted. While this point of view is still 
held in regard to many agricultural commodities, it seems significant that the 
feeling about wheat imports and local production is now generally qualified as 
an exception. 

Information developed in connection with survey project activities, especially 
regarding the potential demand for wheat products in Colombia and recommenda- 
tions regarding a blended price, also appears to have been useful for both United 
States and Colombian officials in developing the recently concluded sales agree- 
ment between the two countries under Public Law 480 (April 1957). It is one 
of the few agreements negotiated under this program which has considered the 
close interrelation that exists between the availability of commodities under 
title I and market promotion activities under 104 (a). It is believed that itis a 
good example of the type of constructive program activities which the Congress 
had in mind and hoped could be developed under Public Law 480. 

Expenditures under project I amounted to 50,200 Colombian pesos (equivalent 
to US$20,000) at the official rate of exchange of 2.51 pesos=US$1.00, or some- 
what less than half this amount at the free market rate of exchange). In addi- 
tion, the federation made a dollar expenditure of $2,881.95 as cash or in the 
cost of personnel, services, goods, or facilities to the project. The total expendi- 
tures appear very small when compared with the results achieved under the 
project. 

The second project completed during the year related to participation in the 
Third International Trade Fair at Bogot&é, November 23—December 9, 1956. The 
wheat-products exhibit was the only United States agricultural exhibit at the 
fair and for this reason all management activities in connection with the exhibit 
were handled by the federation. The purpose of the exhibit was the develop- 
ment of a better understanding of United States’ wheat and wheat products as 
part of the United States market-development activities for this commodity in 
Colombia. 

In preparation for trade-fair activities and foreign-market promotion, the 
Millers’ National Federation gave special attention during 1956 to developing 
and procuring industry exhibit material and supplies for use in such fairs and 
other promotional work. An illustrated industry brochure entitled, “United 
States Flour for Export,” was prepared especially for educational and promo- 
tional activities in foreign countries. (See copy attached—exhibit A.) The 
story about United States wheat and flour as told in the brochure provided the 
central theme of the exhibit. 

In addition to this central federation display of United States industry ma- 
terial, the exhibit included three other special features, namely, displays of 
bakery and pasta products, with descriptive placards and pamphlets supplied 
by the Colombian Bakers Association (Adepan) and the Pasta Manufacturers 
Association (Fedepas) ; a small model bakery installed and operated by Fleisch- 
mann Colombian, Inc., which provided special interest with action, and a distri- 
bution center for samples of bakery and pasta products prepared from bakery and 
granulated flour milled in the United States. 
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The distribution of bakery and pasta samples made from United States wheat 
flours was without doubt the most unusual and outstanding feature of the 
exhibit. Many observers considered it the major attraction of the fair which 
was attended by over 1 million visitors. Arrangements for the preparation of 
samples were made by the two local associations (the Bakers’ Association 
(“Adepan”) and the Pasta Manufacturers’ Federation (“Fedepas”)) with 
whom the federation has joint contracts for carrying on wheat product pro- 
motional activities in Colombia. Such a sample distribution program would 
have been impossible without the assistance of the local industry groups. 

A total of nearly 250,000 samples of bakery products in printed bags were 
prepared and distributed in a little over 1 week. The many types of loaves, 
buns, rolls, ete., baked in the Fleischmann model bakery were also distributed 
each day. In addition, over 150,000 samples of pasta products with a minimum 
weight of 50 grams each were placed in cellophane printed bags and delivered 
to the fair ready for distribution. Different types and varieties of pasta prod- 
ucts were supplied, such as macaroni, spaghetti, fideos, conchitos, and estrel- 
litos. The combined total of bakery (bread and rolls) and pasta product sam- 
ples made and distributed was approximately 400,000 pieces which represents 
one of the largest programs of this kind ever undertaken, especially in the 
limited period of time available. Since a large percentage of these samples 
were taken to homes with families, it is believed that well over 1 million people 
learned about United States wheat products through this distribution program. 
This exhibit with sample products is a good example, it is believed, of some 
of the possibilities for constructive results of market promotion activities under 
104 (a). 

Some interesting sidelights about the exhibit included a marked correlation 
between sample distribution and the number of visitors to the fair. Because of 
customs clearance difficulties, the distribution of samples was not started until 
evening of November 29. The sample program was well organized and op 
erating smoothly by December 1. Attendance records at the fair were tabulated 
from November 24 to December 9, inclusive. During the first 8 days 327,763 
visitors were recorded ; during the last 8 days there were 679,574 visitors. The 
total attendance for the last 8 days, when samples were being distributed, was 
more than double that of the first 8 days when samples were not distributed. 
Reports indicate that there appeared to be no single factor other than the co- 
operator’s sample distribution program which can explain this marked in- 
crease in attendance. 

Five different agencies took part in this wheat-products enterprise: The 
United States Department of Agriculture, the Millers’ National Federation, 
Fleischmann Colombiano, Inc., the Colombian Bakers’ National Association, and 
the Colombian Pasta Products Federation. Representatives of all of these 
groups worked together harmoniously to plan and carry on the interesting and 
successful wheat-products exhibit. Corporation between United States and 
Colombian trade groups, as demonstrated in the joint wheat-products exhibit, 
helped to promote a mutual understanding and, the cooperator believes, can 
assist in the development of further useful activities and trade in United 
States wheat products. 

To distribute samples, as well as to answer questions at the main exhibit, a 
number of young men and women were employed. In addition to these helpers, 
three models employed at a nearby silk products exhibit came over frequently 
to aid with the sample distribution program. These Colombian young women 
volunteered their services because, they commented, “we wish to be seen at 
the center of interest in this area of the fair.” 

The third project is the active promotional one that authorized contract ar- 
rangements with the National Bakers’ Association and Pasta Manufacturers’ 
Association of Colombia. A wide variety of activities, including publicity and 
sales promotion through advertising mediums, nutrition education, market and 
consumption studies, and training programs can be carried on with the 2 asso- 
ciations over a 2-year period. Work under this project is now getting actively 
underway. 

A sandwich booklet has already been prepared and is now being printed. It 
represents the first of its kind not only for Colombia, but as far as is known, 
in any country of Latin America. Other educational and promotional material 
is in the process of preparation. Attention is also being given to many other 
efforts under the project to improve the position of wheat foods in the diet of 
the people. 
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These 3 projects in Colombia, 2 of which were completed in 1956, have pro- 
vided much useful experience in the development and management of a wide 
range of market development activities. As the projects have covered practi- 
eally all phases and types of promotional activities, they are also proving very 
helpful in developing project agreements for wheat-product promotion in many 
other countries. 

In addition to the project activities in Colombia, as outlined above, the federa- 
tion is working with the Oregon Wheat Growers’ League in a number of coun- 
tries in Asia. Mr. Richard Baum, of the league, has referred to these activities. 
The brochure, United States Flour for Export, has already been translated, 
printed, and distributed in Japan and it is ready for printing in the Thai lan- 
guage. Much basic educational work and contact with local government and trade 
officials is needed in most countries before a more active promotional program 
ean be undertaken. The countries included in the joint project (signed June 26, 
1957) are Burma, India, Indonesia, Japan, Pakistan, Taiwan, and Thailand. 
Survey activities under an earlier joint project were carried out in Thailand and 
South Korea. 

In this connection it may be of interest to point out that the Oregon Wheat 
Growers’ League and the federation carried on a joint research and extension 
project for a number of years at Women’s Christian College at Madras, India. 
It was this project that gave encouragement to the commercial production of 
bulgor type wheat in the United States which is now being more actively tested 
in several other countries. The work done at Madras in regard to the use of 
wheat foods in the diet, particularly of Asian peoples has been not only useful 
for India but other countries in southeast Asia. As a result of the outstanding 
work done in food nutrition at the college, the ICA has designated the school 
as the focal point for their technical assistance work on nutrition in India. 

The federation also has tentative project plans for a number of market pro- 
motion activities under 104 (a) in other countries of South America and possibly 
other parts of the world. The industry brochure, United States Flour for Ex- 
port, has been translated into Spanish and it is expected to be translated and 
printed in a number of other languages for more effective local use. As will 
be noted, it emphasizes the many important features favoring the production and 
milling of wheat in the United States and the United States as a source of sup- 
ply for overseas importing countries. 

In addition to the specific project activities, as noted above, brief mention 
should also be made to the cooperation and assistance given by the federation’s 
export division and industry members to foreign trade fairs not covered by 
designated projects. The use of prepared cake and other mixes in connection 
with exhibits of United States kitchen equipment, especially stoves, also the 
supermarket exhibits are reported to have contributed significantly to the suc- 
cess of such trade fairs. The serving of a freshly baked piece of cake to the 
King and Queen of Greece, for example, at a United States exhibit a couple of 
years ago in Salonika was one of the high points in the publicity about the trade 
fair. “Hot dogs” in rolls made from United States wheat products were a spe- 
cial feature of the London food fair. Doughnuts from United States products 
have been the big attraction at other fairs. Exhibits become “alive” when prod- 
ucts can be used to prepare sample foods for distribution or display. 

Such activities, and these are only a few, emphasize good will for the United 
States perhaps more than market promotion for a specific commodity or prod- 
uct. They do represent, however, one of the many constructive and visible forms 
of activity in the United States trade fair program now being carried on by 
Foreign Agricultural Service as a part of the Public Law 480 market promotion 
program. 


3. Observations and recommendations about future 104 (a) activities 


The potentialities for the development of new and larger markets for many 
United States surplus agricultural products under provisions of 104 (a) appear 
to be very large. In fact, from the longer time point of view, it is one of, if not 
the most important provision of the act. This general conclusion which has 
been the view of the federation‘s export division since the enactment of Public 
Law 480 is based upon the following premises which it also assumes were in the 
minds of the Members of Congress and others who helped to develop the legis- 
lation. 

(a) That adequate funds would be earmarked or made available by United 
States agencies for market development use under 104 (a) and for a sufficient 
period to carry on an effective program. As noted above, the many problems 
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associated with market promotion work for wheat and wheat products in most 
underdeveloped countries where potentials are greatest will require a number 
of years. If currencies must be obligated and spent quickly in order to be made 
available for 104 (a) use, the program is likely to be of only limited value 
for increasing wheat food consumption as well as future exports from the United 
States. Wheat is one of the major crops in surplus in the United States and 
future market possibilities will have an important effect on agricultural pro- 
duction policy as well as many aspects of foreign economic policy because of 
its basic and strategic importance to so many countries of the world. 

(b) That satisfactory and workable procedures could be developed for using 
local currencies for effective market promotion activities. It is one thing to 
designate a portion of the local currency received from United States surplus 
agricultural commodities for 104 (a) use. It is quite another thing to develop 
administrative procedures that have the necessary safeguards required, yet are 
sufficiently workable so that effective market promotion work can be carried on 
by industry groups without prolonged delays or redtape that prevent the real 
objective from being realized. 

The Foreign Agricultural Service is to be commended for the active efforts 
it has been making to develop workable procedures. The program is still quite 
new and many operating problems are being encountered which require time to 
resolve. Many of the delays and difficulties to date appear to be due to the 
interagency aspects of the program; i. e., the role of other departments and agen- 
cies in developing and approving commodity project work. It is hoped that fur- 
ther progress can be made in this important feature of promotion activities 
as little will have been gained if it prevents or discourages much worthwhile 
work from being done under the program. 

(c) That there is a close relation, especially for certain commodities between 
sales under title I and the carrying out of an effective market promotion project 
under 104 (a). 

This point unfortunately appears to have received too little attention in 
many of the agreements negotiated to date. The principal emphasis has been 
given to making sales—moving the surpluses as fast as possible. This is quite 
understandable in many ways as it is certainly one of the principal objectives 
of the act. The problem that now arises, however, in country after country 
where local currencies are available for 104 (a) activities is how to promote 
the use of a commodity effectively if it is not available readily within the market. 
Wheat products are an outstanding example of this particular problem. Wheat 
is consumed only in the form of wheat products and it is the great variety of 
types and qualities of products that provide a sound basis for carrying on a 
promotional program. If flour and other wheat products are not included as a 
title I item, at least in some amount, and such products are excluded from 
entry into an importing country by high duties, exchange controls, or other 
measures, it is proving very difficult to find a practical and effective basis for 
carrying on more than a limited or superficial type of promotion program to 
increase the consumption of wheat. 

One-year agreements frequently present a problem of having United States 
commodities in a market only part of the time. Anyone familiar with con- 
sumer promotion work realizes the need for having one’s product available, 
especially if it is advertised. 

It is hoped that in the negotiation of future agreements under the act this 
point will be given more attention as it is fundamental for effective market- 
promotion work under 104 (a). 

The House Committee on Agriculture, in submitting their report to accompany 
H. R. 6974 on the extension of Public Law 480, directed particular attention to 
the development of new markets under provisions of 104 (a). Some comments 
from the sections of the report on Construction of the Act and Development of 
New Markets are being quoted, as they point up so clearly important features 
about the program that deserve special emphasis at this time: 

“This committee would remind those in charge of administering this law that 
it is not intended as a permanent part of either our agricultural or our foreign 
trade program. It is an emergency law designed for the sole purpose of making 
the best of a bad situation by providing for the disposal of agricultural surpluses 
in a manner which will return some benefit—if possible, a permanent benefit— 
to the United States. What are these benefits sought to be achieved? One need 
look no further than the title of the act itself to discover the first, and, in the 
opinion of this committee, the most important tangible benefit Congress had in 
mind: Development abroad of new and expanded commercial markets for Ameri- 
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ean agricultural products. It is not without significance that the first words in 
the title of the act are “Agricultural Trade Development” and that the very 
first of the 10 general objectives spelled out in section 104 is ‘to help develop new 
markets for United States agricultural commodities on a mutually benefiting 
basis.” 

“It is, therefore, disturbing to this committee to find that other programs and 
objectives are scheduled to take 98.4 percent of all the funds thus far generated 
under title I and that only 1.6 percent of the total of foreign currencies available 
is planned for the development of new foreign markets for agricultural com- 
modities.” 

* * * “Tf however, real progress is to be made in the development of new 
commercial markets for American agricultural products outside the United 
States, this objective of Public Law 480 must receive far greater emphasis in the 
additional year’s time and the additional billion-dollar authorization than it has 
received in carrying out the program thus far.” 

“From its almost continuous study of this situation, this committee is con- 
vinced that the possibilities for development of new and expanded markets in 
other countries for American agricultural products can only be described as 
tremendous. One need look no further away than South America (to which this 
committee devoted considerable study in the fall of 1955) to discover a potential 
market of exciting magnitude for our agricultural commodities.” 

“Virtually the whole continent of South America is in the first phases of an 
era of industrial and resource development comparable to that which took place 
in the United States in the last half of the 19th century.” * * * “Many South 
American countries today must import a substantial portion of their staple food 
commodities and as industrial and economic development takes place in those 
countries, as the income and purchasing power of the population increases, there 
will be an ever-increasing demand for food commodities of a kind which the 
agriculture of the United States is capable of producing in abundance.” 


(Nore.—The exhibit and illustration referred to above are on file 
with the committee. ) 


STATEMENT FILED BY CLIFF D. CARPENTER, PRESIDENT, INSTITUTE OF AMERICAN 
POULTRY INDUSTRIES, CHICAGO, ILL. 


The Institute of American Poultry Industries is a nonprofit organization 
organized nearly 32 years ago. Its membership includes processors and distribu- 
tors of poultry products, producers, breeders, hatcherymen, and other allied 
interests. In January 1956, the institute established an international trade- 
development committee. As a result of its activities, there has been established 
a national advisory committee consisting of representatives of the following 
national poultry organizations: The Poultry and Egg National Board, the Na- 
tional Turkey Federation, the National Broiler Council, the American Poultry 
and Hatchery Federation, the American Feed Manufacturers Association, and 
the Institute of American Poultry Industries. These organizations selected the 
Institute of American Poultry Industries to represent the industry as a whole 
in developing and carrying out foreign market-development programs in co- 
operation with the United States Department of Agriculture. 

The poultry industry strongly supports Public Law 480 as a means of opening 
up foreign markets for poultry products. Poultry and eggs are the third largest 
producer of cash farm income. It represents one of our most important farm 
crops. In addition, poultry provides one of the principal outlets for our feed 
supplies. Every pound of poultry meat exported is the equivalent of exporting 
4 pounds of grain. Poultry is also one of our principal agricultural products 
which is not dependent upon Government price-support programs. The poultry 
industry has endeavored to expand consumption and to increase markets for its 
constantly increasing production. The job that this industry has accomplished 
is phenomenal, consumption of poultry having doubled since World War II to 
make it one of the fastest growing food items in the United States. This in- 
creased consumption has been brought about through greatly increased efficiency 
in production and processing and by promotion. By reason of this efficiency 
prices of poultry have been lowered and the consuming public has been given 
very great value. Poultry is an excellent example of a commodity for which it 
appears that entirely new foreign markets can be developed if Public Law 480 
is used effectively. The ready-to-cook meat-type chickens and turkeys produced 
in the United States are unlike poultry products generally available in foreign 
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markets. For all practical purposes, United States poultry is an entirely new 
product in foreign markets. The European consumer has never seen turkeys like 
United States turkeys—the size, tenderness of meat, relation of meat to bone, 
sets our United States products completely apart. United States turkeys have 
no real foreign competition from the standpoint of quality. The chicken avail- 
able in foreign markets is largely what is called fowl in the United States—that 
is, hens which are the byproduct of egg production. For the most part chickens 
produced outside the United States do not compare favorably, qualitywise, with 
our fryers or broilers. Neither do foreign consumers utilize chickens as we use 
our fryers or broilers. Foreign consumers use chicken primarily as stewers, 
bakers, or for soup. 

Per capita consumption in all foreign countries is extremely low when com- 
pared to that of the United States. Because of the low per capita consumption 
and the favorable price of poultry with competing meat products, we believe 
that a very great market potential exists for poultry products if demand can 
be properly stimulated. 

Public Law 480 offers an opportunity for the development of wholly new 
markets for United States poultry provided it is fully utilized. New markets 
which will become free dollar markets for an unsubsidized American agricultural 
product can be established. To capture this great potential requires a bold and 
vigorous use of the authority provided for in Public Law 480 in order to put 
an ample and continuing supply of these products into these new market areas so 
that the foreign consuming trade may become fully acquainted with these fine 
American products. Unless this is done, it is practically impossible to carry 
out effective promotion. 

We are strongly in accord with the views expressed in the reports of the 
committees of the House and Senate in connection with the extension of Public 
Law 480. These reports emphasize that one of the principal objectives of the 
act is to assist in the development of markets and the expansion of existing 
markets for United States surplus agricultural commodities. Both committees 
as well as the committee of conference of the two Houses have made it abun- 
dantly clear that Public Law 480 is available and is to be used for any surplus 
agricultural product whether or not the Commodity Credit Corporation owns 
stocks of such commodity. Poultry products are in surplus supply and have 
been at almost all times since the act was passed. Public Law 480 can enable 
the poultry industry of the United States to gain a foothold in these foreign 
markets and new markets will prove very important for the poultry farmers 
of this Nation. 

We ask our Government to assist our industry in placing poultry products in 
these potential new market areas in order that reasonable opportunity will be 
available to develop the market potential which appears to exist. 

The problem of developing foreign poultry markets is extremely complicated 
because there has been very little export trade in these commodities in the past. 
Only in recent years has it been possible to prepare poultry products in a form 
suitable for export to distant foreign countries. Consequently, the United States 
poultry industry has had little experience in the export field and there are few 
business contacts with the trade in foreign countries and importers are not 
familiar with our frozen ready-to-cook products. There is much to be learned 
by exporters in the United States, and importers in these foreign countries. 
This is not a job that can be done overnight. Many obstacles must be overcome. 
There are only a few countries in the world today to which United States poultry 
products may be freely exported. Sale of poultry from this country is prevented 
through the use of currency regulations, import licenses, and other types of 
restrictive devices. Unless Public Law 480 is utilized to make exports of poultry 
possible to countries which maintain currency exchange restrictions, there will 
be little opportunity to attempt to develop markets for poultry products. It is 
believed that interest developed among the trade in foreign countries through 

the purchase and sale of United States poultry products under Public Law 480 
can be of material aid in bringing about an elimination of the obstacles to trade 
imposed by such foreign countries. At the present time although a substantial 
foreign market potential exists in Europe, Switzerland has been about the only 
country to which our products could be exported on a free dollar basis. Prac 
tically all other countries restrict import of United States poultry through 
currency controls or other import restrictions. The same situation generally 
holds true for South America. 

Since the inception of Public Law 480 in 1954 only one agreement has beet 
negotiated and entered into by our Government with respect to poultry products. 
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Last year an agreement was entered into with West Germany under which 
buyers in West Germany were permitted to purchase about 4 million pounds of 
frozen poultry under this law. As a direct result of this program, the United 
States poultry industry, in cooperation with the United States Department of 
Agriculture, has developed an active market-development program in West 
Germany which is being carried out in cooperation with the Germany trade. The 
same promotion tools and techniques are being used in Germany which have been 
used successfully in the United States to promote the consumption of poultry. 
On the third of this month, the West German Government announced that 
licenses would be granted and that dollar exchange would be made available 
for the import of United States poultry. Although the total amount of poultry 
which can be imported under this dollar tender will be limited, it illustrates 
how Public Law 480 can stimulate markets for United States poultry products. 
Although the market being established in Germany was limited by the Public Law 
480 agreement, it represents an entirely new market never before available for 
United States poultry. The shipments which were made possible last year 
under Public Law 480 represent the first time that poultry has been shipped in 
commercial quantities from the United States to West Germany. Although only 
about 4 million pounds were exported, such imports made West Germany the 
second largest importing country of United States poultry, being exceeded 
only by Canada. 

It is the hope of the poultry industry that Public Law 480 will be used more 
extensively this year to break down the barriers and to make possible the export 
of United States poultry products. We are confident that market potential 
similar to that in West Germany exists in other countries. 

We are in complete agreement with the statements contained in the report 
of the House Committee on Agriculture that the possibilities for the development 
of new and expanded markets in foreign countries for United States poultry 
as well as other agricultural commodities are tremendous. To capitalize fully 
on this potential, however, we believe that Public Law 480 should be extended 
for a period longer than 1 year. There should be an assurance of continuity of 
supply of product to foreign buyers under Public Law 480 or some similar 
measure until such time as sufficient free dollar exchange is available for pur- 
chases to continue if foreign buyers are to be made interested in handling and 
merchandising these American products. 

We also concur in the view expressed in the report of the committee that a 
greater portion of the local currency generated under Public Law 480 should be 
made available for market development activities, including loans and perhaps 
even grants for the establishment of facilities in which to handle and further 
the utilization and consumption of our products. Frozen poultry, for example, 
requires refrigeration facilities at all levels in the distribution channels. In 
most foreign countries, there is little refrigeration at the retail level. This 
lack of facilities greatly impedes the expansion of markets for United States 
frozen poultry products. The availability of loans for facilities of this type at 
low interest rates or incentives in some form to encourage capital investment in 
these facilities could greatly enhance the market potential for our products. 

In West Germany, we have a two-man team working with the trade at all levels 
from the importer to the retailer. The economy, utility, convenience, and 
superior quality of United States poultry are constantly being demonstrated. 
At the Cologne Fair in September of this year, we will actually cook and serve 
chicken parts to thousands of fair visitors. 

Last Easter, we spearheaded a “Turkey for Easter” promotion in close co- 
operation with the dealers and merchants in about 15 of the largest cities 
throughout West Germany. This was the first time German consumers had 
ever been exposed to publicity featuring turkeys other than for the Christmas 
season. The results of this first out-of-season promotion proved very encourag- 
ing to us and to the retailers who participated. 

Attacking the problem of promoting new products in a foreign country requires 
understanding of the customs and practices which have been theretofore fol- 
lowed and observed. For example, it is difficult to convince restuarant owners 
or hotel chefs that turkey is a most economical meat item year around, when 
many of them historically have served only the breast meat as such, while all 
the dark meat goes into stuffing, soup, and other utility dishes. It will take 
time to put United States turkeys on West German restaurant menus, but we 
believe it a most profitable future market. 
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Again we were told that the economy of West Berlin was such that its people 
eould not afford to buy United States poultry. But we have seen a most suc- 
cessful stand-up restaurant opened in West Berlin during the past year which 
sold only cooked United States chicken fryers—either whole, halves, or quarters, 
In this restaurant, open 12 hours a day—from 5 p. m. to 5 a. m.—we counted 
56 customers at one time eating United States chicken—in a place no larger than 
20 by 30 feet—and standing up. It is our firm belief that there exists in most 
West European countries, an unusual market for United States fried chicken. 

In preliminary exploration of the Italian market potential, we participated 
in the Supermercado in Rome in June 1956, at which time hundreds of thousands 
of people saw our ready-to-cook chickens, fowl, turkeys, and ducks, and observed 
our convenient items—cut-up pieces, chicken and turkey pies, prepared frozen 
chicken and turkey dinners, chicken a la king, carved chicken, and other con- 
venience items. 

Special demonstration luncheons were prepared for the trade, for Italian 
Government officials, and for buyers from other West European nations. Their 
unrestrained acclaim of the quality, tenderness and fine taste of United States 
poultry greatly encourages us to believe that there is a future market for our 
products abroad. Tourism is Italy’s second largest source of income and the 
many thousands of American tourists, alone, provide an immediate working 
nucleus for establishing a ready made demand for our products abroad. 

We have made preliminary studies in both Switzerland and the Netherlands 
for developing a demand and acceptance for United States poultry. Private 
trade has already been established in a small way in Switzerland, but hard- 
hitting promotion can do much toward increasing our exports to that country 
manyfold. The same is true in the Netherlands although currently restrictions 
make it difficult to bring poultry products into that country. A preliminary sur- 
vey has also been made of several South American countries. 

In endeavoring to develop foreign markets for United States poultry, our goal 
is to increase per capita consumption of poultry, thus at the same time improy- 
ing the local poultry economy, and that of neighboring countries while estab- 
lishing markets for United States poultry. This was well demonstrated last year 
when West Germany imported 2,000 tons of poultry from the United States. It 
increased its overall poultry imports by about 12,000 tons. 

The poultry industry believes that Public Law 480 can be even more effective 
in assisting in the development of foreign markets if greater emphasis could be 
placed on the objective of market development when country agreement with 
foreign countries are negotiated and if a greater portion of the funds generated 
from the sale of surplus agricultural commodities can be made available for 
market development use over longer periods of time in the future. 


Senator Humrurey. The first witness today is Mr. Gordon O. 
Fraser, Assistant Administrator, Market Development and Programs, 
Foreign Agricultural Service, United States Department of Agricul- 
ture. Mr. Fraser will address himself to the subject of foreign market 
development for farm products under Public Law 480. 

Mr. Fraser. Senator, I have a very brief statement, if you will per- 
mit me to present it. 

Senator Humpurey. Proceed. 


STATEMENT OF GORDON 0. FRASER, ASSISTANT ADMINISTRATOR 
FOR MARKET DEVELOPMENT AND PROGRAMS, FOREIGN AGRI- 
CULTURAL SERVICE, UNITED STATES DEPARTMENT OF AGRI- 
CULTURE 


Mr. Fraser. I am glad to have this opportunity to present to this 
committee a résumé of the foreign market development activities being 
carried out in conjunction with Public Law 480 to expand outlets 
abroad for United States farm products. 

Public Law 480 is, of course, more than just a means of moving our 
current abundant supplies of farm products. One of the law’s basic 
objectives is to expand permanently the foreign market for United 
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States agricultural products. This is made possible in the following 
ways: 

1. Our sales for local currencies have enabled countries short of 
dollars to buy more of our food, fiber, and tobacco than would other- 
wise have been possible. This has helped us maintain or regain our 
position in markets and, in the process, consumption levels in such 
countries have thus either been maintained or increased. 

2. Donations of food under title II and title III of the act have 
totaled $1,362 million since 1954. These have assisted in helping the 
needy in many countries and aside from the humanitarian aspects of 
these programs, they will also have some permanent effect in enlarging 
world demand for food. 

3.. Local currency sales have made it possible to introduce our prod- 
ucts in new markets. Poultry, livestock products, edible oils, fruit, 
grains, tobacco, and other commodities have been sold to countries 
that had not previously imported such items from the United States. 

4. On a longer term basis, loans of local currencies acquired through 
title I sales, will speed up the economic development of many countries 
with the result of increased demand for food and fiber and an increased 
capacity to pay for greater impor ts. 

5. Section 104 (a) authorizes the use of local currencies “to de- 
velop markets for United States agricultural products” and a large 
number and variety of activities financed by such funds are now 
underway. 

It is this latter market development aspect of Public Law 480 that 
I assume the committee wishes to discuss today. I understand the 
committee has invited some of the organizations we are cooperating 
with on foreign market development to testify and I will, therefore, 
confine myself to the Department’s role in this work. 

I should like to make it clear that we do not expect 100-percent 
success in the various programs we undertake. There would, in fact, 
be no need for this program and certainly no need for Government’s 
participation if we could expect complete success in every under- 
taking. Weare taking every reasonable precaution to insure that the 
activities entered into will produce results but where this does not 
prove to be the case we will cancel out or modify the project as soon 
as this becomes evident. 

From the beginning we in the Department have viewed this pro- 
gram as primarily one to be carried out by private United States 
agricultural and trade organizations. The Department’s role, we 
believe, should be that of a catalyst. We help find the opportunities 
abroad, develop with the appropriate United States trade group the 
means of exploiting such opportunities and then contract with the 
organization to carry the program out. 

There has been “earmarked” from the proceeds of local currency 
sales to date about $36 million for use in market development. As 
with all local currency uses allocation of these funds is controlled by 
the Bureau of the Budget. 

Senator Humpnrey. Now, I want to interrupt you there at that 
point. Are the proceeds from the local currencies generated from the 
sale of commodities under Law 480 available in each country for 
market development ¢ 

Mr. Fraser. That is correct. 


95262—57——-44 
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Senator Humpurey. In each agreement there are proceeds set aside 
for market development ? 

Mr. Fraser. In many instances we have earmarked specific amounts 
for 104 (a) market development purposes. In other instances where 
the market development possibility is not so clear, 104 (a) has been 
lumped in with the other United States uses. 

Senator Humrpurey. The other statement—you said, 

As with all local currency uses allocation of these funds is controlled by the 
Bureau of the Budget. 

I worry about that statement because I see that the Bureau of the 
Budget ought to perform the formalized function of stating how 
much of the local currency is allocated, but this is a policy decision. 
The allocation, how much will be allocated, is a policy decision and 
that ought to be made by the operating department. I get worried 
about this Bureau of the Budget. It becomes a government within 
a government and I believe it better to have people who are a little 
bit more responsive to public opinion and public need have something 
to say about it. 

Senator Jounson. Along that line, how much did they get to 
allocate—that is, the Bureau of the Budget. 

Mr. Fraser. Sir, we develop a country program for the various 
commodities where there are possibilities of market development and 
submit with a detailed justification, a request to the Bureau of the 
Budget for allocation of funds for market development purposes. In 
the normal course of operation a hearing is held by the Bureau of the 
Budget and we present our position and amplify the material we have 
submitted. That, in general, is the procedure. 

Senator Humpurey. Something like coming to a committee of Con- 
gress. 

Mr. Fraser. Yes, sir. 

Senator Jounston. Do you know whether or not they take it up 
with the State Department ? 

Mr. Fraser. Only in a very general way—the general principles 
involved in market development. I should explain that naturally we 
could, in promoting the sale of United States farm products in coun- 
tries, run counter to the United States foreign policy interests. That, 
however, is taken care of with clearance at the embassy in advance. 
This insures there is no conflict in the particular type of work we are 
proposing with our foreign policies. 

Senator Humpnrey. Well, the point that I wanted to emphasize, 
and it seemed appropriate to do it, is that market development is 
another part of Public Law 480. In fact any law is a policy matter 
and there is frequently noticed a tendency to let policy get into the 
hands of people not selected or elected for those matters. 

In a democracy, policy should be made as much as possible by the 
elected representatives or those directly appointed by the representa- 
tives. There you have the president who appoints a cabinet but 
when you get to the second and third echelon of the bill in government 
it becomes a little removed from the immediate needs of the con- 
stituents. 

I met the other night, for example, with some of your friends from 
South Carolina on a textile problem, a very, very serious problem 
facing our textile mills, our textile manufacturers, our textile work- 
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ers. We sometimes see this thing debated in Government as if it were 
an academic discussion, when in fact people’s jobs are at stake, their 
lives and business investments. I just wanted to make sure that you 
in the Department of Agriculture got your word in. 

Mr. Fraser. Yes, sir. 

Senator Humpurey. Because it is easier for an elected representa- 
tive to get at you than the Bureau of the Budget. 

Senator Jounston. Would you mind stating whether or not as a 
general rule the Bureau of the Budget follows your recommenda- 
tions ¢ 

Mr. Fraser. I would say, sir, that to date we have succeeded in 
obtaining ample funds for market development purposes. 

Senator Humpurey. I want my friends in the Bureau of the Budget 
to hear that. I know and admire and respect them, I truly do. They 
perform a great function but I believe you have to put all of this 
stuff in proportion. That is an administrative arm of the Government 
rather than a policy arm and yet on occasion many times down here 
we hear you can’t act on this because you don’t have Bureau of the 
Budget approval. 

It seems to me what is more important is whether you have the 
departmental approval, whether you have the approval of those who 
are closely associated with it. 

Go ahead, sir. 

Mr. Fraser. Since the beginning of the program we have entered 
into 69 separate market development projects. We have in addition 
participated in 16 trade fairs. 

Senator Humpurey. I interrupt you again to point out that in the 
July 1 Washington Post and Times Herald there is an excellent article 
on the supermarket, American supermarket developed for these trade 
fairs, ond thin one picture I have is of one in Italy. There is now an- 
other one going underway in Yugoslavia. This is the kind of a pro- 
motion which I think is helpful and I will be asking questions of the 
trade associations to see how much they are promoting within these 
markets, these exhibits that we put up. 

Mr. Fraser. We have found the supermarket exhibit held in Italy 
has been extremely successful and has started a revolution in food 
distribution in Italy with 2 stores already operating and upward of 15 
have been planned for opening. 

Senator Jounston. Don’t you find in a great many of those that 
the distribution of food is one of the problems they have over there? 

Mr. Fraser. It is very definitely one of the problems—the high cost 
in the retailing of food. 

Market development agreements have been made with 30 different 
United States trade organizations, representing virtually every sector 
of United States agriculture, to implement these programs. A list 
of these organizations is available for the record if the committee 
would wish to have it. 

Senator Humpnrey. I think we should have it at this point in the 
record. 
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(The list referred to above follows :) 


Summary of market development activities under section 104 (a) Public Law 


480 by country, commodity, and type of project * 


ARGENTINA 


. Dairy: Printing of dairy market promotion literature for general distribution 


in Latin America. 


. Market survey : Market price studies. 


AUSTRIA 


. Fruits: Illustrated catalog of United States fruit for general foreign distribu- 


tion. 


. Cotton: Market surveys and promotion. 

. Poultry : Market surveys. 

. Tobacco: Visits of Austria tobacco officials to United States. 
. Inedible fats: Market surveys and promotion. 

. International Trade Fair, Vienna: Commodity exhibits. 

. Soybeans: Surveys. 


BELGIUM 


Cotton: Market promotion, including advertising. 


1. 


9 
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BRAZIL 


Edible dry beans: Market surveys. 
Cotton: Market surveys. 


BURMA 


Tobacco: Market surveys. 


CHILE 


. Dairy: Market surveys; cattle judging and promotion. 
. Cotton: Market surveys. 


3. Poultry: Market surveys. 


NS OUR ON 


COLOMBIA 


Wheat: Market surveys and promotion. 

Dairy : Market surveys, and nutrition, and sanitation education. 
Poultry : Market surveys. 

Cotton: Visit of Colombian cotton trade representative to United States. 
Trade fair, Bogota: Commodity exhibits (wheat and dairy products). 
Edible dry beans: Market surveys. 

Feed grains and seeds: Feeding and planting demonstrations. 


ECUADOR 


Dairy cattle: Cattle judging and promotion. 


FINLAND 


Tobacco: Visit of Finnish tobacco officials. 


FRANCE 


. Tobacco: Visits of French tobacco officials to United States. 


2. Cotton: Market surveys, and promotion. 


. Poultry: Market surveys. 
. Inedible fats: Market surveys, and promotion. 


5. Soybeans: Market surveys. 


1 From program inception through May 1957. 
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WEST GERMANY 





Poultry : Cooking demonstrations. 

Cotton: Market promotion. 

Fruit—related market problems: Visit of German food inspection officials to 
United States. 

Inedible fats: Market survey. 

5. Raisins: Advertising. 

. Prunes: Advertising. 


rs 


ve 


GREECE 






. Poultry: Market surveys. 
2. Wheat: Visit by Greek millers to United States. 
3. Inedible fats: Market surveys. 

4. Cotton: Production of movie on cotton marketing. 
General market survey : Market price structure. 
Trade fairs : Salonika : Commodity exhibits. 


ISRAEL 
reneral market survey : Market price structure. 


ITALY 







. Cotton: Market promotion. 

2. Tobacco: Consumer preference study. 

3. Wheat: Visit of Italian millers to the United States and publication of 
results. 

4. Soybeans: Market promotion. 

5. Inedible fats: Market survey and production of movie on inedible fats 
marketing. 

6. Poultry: Market survey. 

7. Trade fairs: Verona, Rome, Bari: Commodity and supermarket exhibits. 

8. Commodity exhibits: Construction of mobile demonstration materials for 

selected country use. 
. General market survey: Market price structure. 




























JAPAN 


1. Cotton: Market promotion. 


2. Tobacco: Advertising. 

3. Wheat: Nutritional education, baker training, school lunch promotion, adver- 
tising, exchange of representatives. 

4. Soybeans: Market promotion. 

5. Inedible fats: Market surveys. 

6. Trade fairs: Osaka, Tokyo—commodity exhibits. 

7. General survey : Market price structure. 


KOREA 


1. Tobacco: Visits of Korean tobacco officials to United States. 
2. Inedible fats: Market surveys. 
2 


. Wheat: Market surveys and exchange of trade representatives. 
NETHERLANDS 
Cotton : Market promotion. 


PAKISTAN 


1. Tobacco: Consumer demand studies. 
. Cotton: Market surveys. 






. Cotton: Market surveys. 
. Dry edible beans: Market surveys. 
Dairy cattle and swine: Animal exhibits and sales promotion. 
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. Sheep: Show judge and sales promotion. 

. Poultry: Market surveys. 

. Beef cattle: Animal exhibits, sales promotion, visits to United States by 
Peruvian cattlemen. 

SPAIN 

Cotton: Market promotion. 

Poultry: Market surveys. 

Soybeans: Sales promotion. 

Inedible fats: Market surveys. 

Trade fairs: Barcelona and Madrid: Commodity exhibits. 

Commodity exhibits: Construction of mobile materials for selected country 
use. 

Market surveys: Market price structure. 

Tobacco survey. 


© OU G0 NS bot 


SOs 


SWITZERLAND 


— 


Cotton: Cotton promotion. 
THAILAND 


Dairy: Nutritional education and distribution of United States samples. 

Wheat: Distribution of literature and market surveys. 

Tobacco: Visit of Thai tobacco officials to United States and assistance with 
pilot tobacco research laboratory. 

Trade fair: Bangkok: Commodity exhibits. 


got 


TURKEY 


. Cotton: International cotton promotion. 
. Inedible fats: Market surveys. 


YUGOSLAVIA 
. Inedible fats: Market survey. 
2. Trade fair: Two at Zagreb: Commodity exhibits. 


DOMINICAN REPUBLIC 
. Trade Fair: Ciudad Trujillo, dairy products. 


Mr. Fraser. FAS has contributed the equivalent of $6.8 million in 
local currencies to the support of these projects. This amount in- 
cludes $1.7 million for participation in trade fairs. The cooperating 
trade organizations, including foreign groups cooperating with U nited 
States organizations in this w work, have contributed an additional $2.4 
million. In financial terms, therefore, a total of $9.2 million of for- 
eign market promotion activity is underway. This does not, how- 
ever, adequately reflect the volume of work underway. Many new 
activities are near the contracting stage but have not been included. 

We have requested allocations of local currencies from the Bureau 
of the Budget of $9.5 million for new market development during 
fiscal year 1958. At the current rate the contributions of trade groups 
would bring the total to $12.8 million. This added to the $9.5 million 
mentioned above would mean an overall program of $22.3 million will 
be in operation by the end of this fiscal year. 

I have available a list by country of the market development activi- 
ties currently underway which can be made part of the record if de- 
sired. We also have a table setting forth by commodity group the 
contributions made to all the projects we have so far undertaken. 

Senator Humenrey. I think all of that information would be help- 


ful to us that you have suggested, if you just make it available at 
your convenience. 
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Mr. Fraser. A statement is also available on the trade fair activities 
the Department has carried out. 

Senator Humpurey. We would like to have the table and the state- 
ment you just referred to very much. 

(The documents referred to are as follows :) 


Summary of sec. 104 (a) market development activities by commodity groups, 
trade groups, and contributions * 


[Values in dollars} 


Commodity group and cooperator FAS con- | Trade con- Total 
tribution | tribution 





Livestock and meat 29, 937 149, 321 





National Renderers’ Association ‘ 11, 496 62, 380 
Servicio (Peru) q 1,911 15, 411 
Peruvian National College of Agriculture 6, 530 11, 530 
American Meat Institute-__ ; ; 10, 000 60, 000 








Fats and oils... ; 126,151 | 606, 818 


American Soybean Association : 41, 250 418, 550 
Soybean Council of America 3, 3 84, 901 168, 268 











Fruits and vegetables | 41, 250 ioe 91, 250 





California Raisin Advisory Board. --.....................-.--.- 25, 1, 250 26, 250 
California Prune Advisory Board ‘ 40, 000 65, 000 








Grain and feeds 72,175 | 215,509 | 1, 187,77 





Oregon Wheat Growers League 174, 951 953, 622 
Millers National Federation \ 6, 000 | 50, 100 
Department of Agriculture, Nebraska ; 14, 700 38, 185 
Michigan State University . d 46, 258 
Western Bean Dealers . 10, 847 
Oregon Wheat Growers League and Millers National Federation- 81, 162 88, 762 





Cotton—NCC and CCI 2,007,339 | 1,730,727 | 3, 738, 066 
Dairy and poultry 507, 077 63, 32 570, 412 





Institute of American Poultry Industries 261, 761 13, 495 275, 256 
Dairy Society, International 226, 326 29, 810 256, 136 
Holstein-Friesian Association of America ;. 4, 990 6, 500 11, 490 
Peruvian National College of Agriculture 5, 000 6, 530 11, 530 
Servicio (Ecuador) 9, 000 7, 000 16. 009 





Tobacco-Leaf Tobacco Experiment, Tobacco Association, and 

Burley Association 508, 515 700, 617 
Noncooperator projects ys 99, 572 99, 572 
General operating costs $22, 161 322, 161 
Trade fairs._..__. i 1, 708, 513 1, 708, 513 











6,775,403 | 2,390,101 | 9, 174, 504 





! Preliminary. Based upon operating records subject to adjustment upon final accounting. Foreign 


currencies converted to dollars at appropriate exchange rates, generally U. S. Treasury selling rates, at 
the time obligations or allotments made. 


DEPARTMENT OF AGRICULTURE 
PARTICIPATION IN INTERNATIONAL TRADE FAIRS 


The Department of Agriculture has just completed 2 years’ activity in spon- 
soring market promotion exhibits of United States farm commodities at inter- 
national trade fairs abroad. In this period it has staged a total of 16 trade- 
fair exhibits reaching some 10 million people in 12 different countries through- 
out the world. 

The exhibits have been sponsored jointly with private United States trade 
groups. The Government organizes and manages the exhibits and finances a 
major share of the cost through the use of foreign currencies accruing under 
Public Law 480. Industry groups supply exhibit ideas and materials and pro- 
vide technical personnel to man the exhibits abroad and to carry out market 
promotion activities in connection with the display. 
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Fiscal year 1956: 
Cologne, Germany: October 1—9, 1955. 
Bogota, Colombia : November 25—December 11, 1955. 
Ciudad Trujillo, Dominican Republic: December 20, 1955—-February 27, 
Osaka, Japan: April 8—22, 1956. 
Barcelona, Spain: June 1—20, 1956. 
Rome, Italy: June 30—July 18, 1956. 

Fiscal year 1957: 
London, England: August 28—September 15, 1956. 
Zagreb, Yugoslavia: September 7—20, 1956. 
Vienna, Austria: September 9-16, 1956. 
Salonika, Greece: September 2-18, 1956. 
Bogota, Colombia : November 23—December 9, 1956. 
Bangkok, Thailand: December 7-31, 1956. 
Verona, Italy: March 10-19, 1957. 
Tokyo, Japan: May 5-19, 1957. 
Palermo, Italy: May 24—June 10, 1957. 
Barcelona, Spain: June 1—20, 1957. 


The exhibits held in this 2-year period have ranged from relatively small 
displays involving but one commodity to large exhibits involving 7 or 8 major 
commodities covering 15,000 square feet of exhibit space, and including a special 
pavilion to house the displays. One of the most colorful exhibits of the series 
was the display of a complete, full-scale United States supermarket in connec- 
tion with the Third International Congress on Food Distribution in Rome in 
June of 1956. The interest stimulated by this exhibit is credited with starting 
a major change in Italian food merchandising. The equipment for this exhibit 
was purchased by Italian businessmen to start Rome’s first supermarket ven- 
ture. In succeeding months, additional supermarkets have opened in Rome, 
and plans are proceeding for opening additional markets in other cities. A 
significant feature of this development is the fact that the new markets are 
stocking many lines of United States prepackaged foods which lend themselves 
to supermarket operations and which have not been widely available in Italy 
before. 

The second year of-activity has been characterized by the development of 
repeater-type shows in which exhibits have been so constructed as to be 
adapted to multiple showings. This year’s Verona show promoting the sale of 
United States feed supplies was reshown in Palermo and is still available for 
additional use in future fairs. This year’s big Barcelona show, the largest con- 
structed to date, was also constructed in a demountable fashion. This exhibit, 
incidentally, was awarded two trophies as being the best exhibit at the fair. 
It will be reshown in Cologne, Germany, in October of this year, and then may 
be used in a series of market promotion exhibits in South America next year. 

Each of the trade-fair exhibits serves as an “operational platform” from 
which cooperating trade groups can act to promote the sale of the United States 
farm commodities. The market promotion activities includes special displays 
and demonstrations for special trade groups. Foreign dairy industry leaders, 
for example, may be invited to a special demonstration of the process of 
recombining milk. The demonstration is held in a complete dairy plant set up 
within the exhibit to recombine milk and produce ice cream from nonfat dry 
milk solids and anhydrous butterfat. Cotton industry groups abroad are asked 
to participate in the staging of continuous style shows featuring the use of 
cotton fabrics. Promotional luncheons and dinners for special trade groups 
also are held. 

The sampling of United States farm products is a regular feature of these 
market promotion exhibits. Products sampled on a regular basis include re- 
combined milk, ice cream, and cheese; citrus juices; doughnuts, bread, and 
pasteries from United States wheat flour; and cigarettes using United States 
tobacco. Other sampling activities have included frankfurters, potato chips 
fried in soybean oil, and popcorn. This gives many people their first opportunity 
to taste our food products. 

Fiscal year 1958 : 
Izmir, Turkey: August 20-September 20, 1957. 
Vienna, Austria: September 8-15, 1957. 
Salonika, Greece: September 1—22, 1957. 
Cologne, Germany: September 28—October 6, 1957. 





ame ref owes. 
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Lima, Peru: Date not firm. 

Osaka, Japan: Date not firm. 
Caracas, Venezuela: Date not firm. 
Rio de Janeiro, Brazil: Date not firm. 
Munich, Germany: Date not firm. 
Melbourne, Australia: Date not firm. 


In planning for the future, the Department may broaden its exhibit activities 
outside of international trade fairs so as to reach additional special groups im- 
portant to various individual market-development projects being carried on 
abroad. This may be done in the form of “solo” shows in which the United 
States will exhibit independently of international trade fairs. It also may be 
done in the form of mobile exhibits. Expandable trailer units could be devoted 
to each of the major export commodities. These units then could be used col- 
lectively at international trade fairs or individually in support of separate 
market development projects in between trade fair showings. 

A supplemental activity that is being developed is to provide “promotional 
aids” to support the market-promotion activities of the United States agricul- 
tural attachés and marketing specialists abroad. These will include specially 
designed samples of United States farm commodities in sample kits or in the 
form of office displays. Also included will be promotional literature, film 
strips, and special display devices. 

Mr. Fraser. We believe this program will be of very considerable 
importance in stimulating future demand for United States farm 
products. We have found real enthusiasm for the program in all 
commodity groups and in practically every case there now exists or 
will soon exist an organization broadly representatives of the pro- 
ducer and trade interest concerned with whom we can contract to 
carry out programs. 

We believe considerable progress has been made in dveloping this 
program and although as stated earlier we don’t expect 100 percent 
success some positive 1 results are already evident. 

I have not gone into any of the specific activities we are engaging 
in and if there are questions concerning these I would be glad to try 
to supply the answers. 

Senator Humpurey. What is this one, “Opportunities exceed for- 
eign market development facilities” ? 

Mr. Fraser. I am afraid those are some notes that should not 
have appeared on the statement. 

Senator Humpnrey. What do you want to say about that? That 
sounds like a pretty challenging statement. 

Mr. Fraser. We feel the opportunity to expand the demand abroad 
for United States farm products far exceeds the facilities and the 
organizational structure that our marketing system now provides to 
exploit these opportunities. To illustrate what w mean, if we were 
putting even a small percentage of the same kind of effort that we 
devote to merchandising our agricultural products in this country 
to our foreign opportunities, we feel that we would be selling a great 
deal more right now and certainly creating a big demand for the 
future. 

Senator Humpnrey. Let me ask you this question: Do you have an 
advisory group of these trade associations that works with you in the 
Department so that each one of you sort of stimulates the other one 
to really get on the beam? 

Mr. Fraser. Yes, sir. We completed on the 28th of June a 2-day 
meeting with all the United States trade organizations who are inter- 
ested in foreign market development activity. It was a very stim- 
ulating meeting and we gained a great deal from it and I believe our 
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trade groups who attended also got a good deal out of it. There 
are other organizations that we meet with periodically, a group of 
the farm organizations that have formed a national foreign market 
development committee. Wehave had 3 meetings with that group 
in the last 6 months to exchange ideas, to check the type of work 
we feel should be done with them, to see whether this is an appropriate 
activity, and to get from them new ideas. 

Senator Humpurey. Do they put up any money? 

Mr. Fraser. In all cases when we contract with United States trade 
organizations they are required to make a contribution. 

Senator Humpnurey. What about the big farm organizations, do 
they put up any money for this development ? 

Mr. Fraser. We have not any direct contracts with, say, the Farm 
Bureau, the Grange, or the Farmers Union, since they are more con- 
cerned with the representation of farmer interest, but they are very 
active in stimulating this foreign market development work. I do 
not believe they have made a direct financial contribution to this 
work. I would say that we have been considering for some time 
establishment of an international trade center in Rotterdam, the 
second largest port in the world and a major transshipment point 
for United States farm products. The farm organizations are very 
active in stimulating interest in this and it is quite possible that if 
sufficient interest is found among our trade groups they would make 
contributions to establish this center. 

Senator Humpnrey. I have a feeling that there is a lack of appre- 
ciation of the value of what you call prospective trade production. 
A man in the retail or manufacturing business knows he has to dedi- 
‘ate a certain percentage of the total income to advertising. Even in 
a little business like we have we put more into advertising than 
any other thing except salaries, and the mniute we cut it down we 
start losing business. Take the Campbell Soup Co., for example. 
It can prove to you the minute it cuts down on advertising, soup 
sales start falling off. This is a fast-moving world and there is a 
lot of competition and if you are not in there bargaining, somebody 
else’s voice will be heard. 

I have a feeling that in agricultural commodities there is a re- 
luctance to engage in this kind of activity except insofar as some 
of the processes are concerned. I think we just have to be willing 
to pay for it. I think we should plan on emphasizing this part of 
market development. I think this is where we can get some business. 

Senator Jounston. I know what you are talking about. We have 
here in the United States certain commodities. We are losing mil- 
lions of dollars to the actual producer because of the distribution. 
I will give you an illustration. In my county, Spartanburg County, 
we lose each year—I am talking about the peach grower, the little 
grower, loses at least a million dollars in 1 year because of the lack 
of proper distribution of peaches. Now there are a few that are gob- 
bling them up and making money out of them because they are the 
ones that are trying to handle the situation themselves. I think per- 
sonally we ought to have an investigation into the peach situation 
to give a lot of people a lot more peaches than they are getting 
throughout the United States, and distribute them better. 
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I grow peaches. I am sone from the point of the little peach 
grower and a lot of them are suffering on account of the improper 
distribution of them alone, and the same thing is true in all other cate- 
gories. a million dollars in peaches. _ ; 

Senator Humprurey. What are your plans for this food, this trade 
center at Rotterdam? I have heard about this off and on for quite 
a period of time. When do you start to build it? 

Mr. Fraser. Well, sir, originally the idea was developed on the basis 
that the Department of Agriculture would be basically responsible 
for it and perhaps finance ‘the operation with local currencies. But 
the more we examined the idea the more we became convinced that if 
this was to be a Government operation it might become somewhat of 
a museum. We felt if our trade groups—soybeans, wheat, and so 
forth—set this thing up and utilized it there would be an active and 
lively kind of or ganization. At the present time we are awaiting a 
response from these trade groups as to what they are willing to do and 
the extent to which they might be able to finance the operation. 

Senator Humpnrey. Issomeone really trying to put the steam on it ? 

Mr. Fraser. Yes, sir. 

Senator Jounston. It sounds like a very good idea. It seems you 
might need more than one—one in the Latin American sector, and one 
in the Asian area of the world. 

Mr. Fraser. That is also being considered. 

Senator Humpnrey. The real smart operator is the one who gets in 
before the market is taken. The way that people really make money 
is to go out and pioneer; they have the courage and the willingness 
to get out into an area where no one has apparently purchased this 
kind of commodity and they develop a market. 

In my limited experience I found out if you are trying to crowd into 
a market that is already preempted you have got to be sort of shifty, 
lucky, or just plain mean in order to gain much of a market, but if 
you get on out and pioneer where people haven’t been in, you get 
there first and you will get the market. 

Now, there are millions of people in the world who are going to be 
getting a little money. The ones that work the best are the ones who 
can’t afford to fail in business because if you fail you are done. 

Senator Jounsron. I am glad the chairman mentioned the South 
American countries and also the Caribbean. I think we are going to 
develop on some little countries around us that would be glad to buy 
a lot of the things we are producing here in America. If you go to 
Puerto Rico, you will see plainly there that they are progressing and 
as they progress we ought to be able to build up our markets there. 

The same thing is true in the Virgin Islands. The same thing is 
true in Haiti. The same thing is true in Cuba, in the Dominican Re- 
public. Those countries are moving forward. If you go to them and 
if we move in with them we can really do a lot of business with them, 
T believe. 

Senator Humenrey. I am impressed with these examples you have 
here of opportunity to expand foreign markets. I would say to your 
agricultural groups, as one who has been a friend of the producer, 
and I think I speak for all of the Senators around this table, I believe 
more emphasis is going to be placed, speaking for myself, upon the 
willingness of the produc er groups and trade groups to go on out and 
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develop these markets. I say if a fellow is willing to work his heart 
out, he is entitled to a little help. But you ought to develop those 
markets and you can get those markets. 

I witnessed on my short excursion the opportunity to gain markets 
we let go and sometimes because of a fallacy on the part of our Gov- 
ernment. For example, I predicted to the Secretary of State when 
I came home from Egypt that the British would be back in Egypt 
doing business full-scale in less than 4 weeks. They were doing the 
fighting and we were doing the peace making. We were supposed to 
be the friends, they were “supposed to be the enemies. What hap- 
pened? We are out of business and the British are back in. 

While the British were out, the Dutch moved in just like Coxie’s 
army, and just took over. The same with your Trans World people. 
TWA used to have something like 16 flights a week in Cairo, now we 
are down to about 4. In the meantime, the Dutch, who had about 4, 

are up to 16. And I kept asking our American businessmen about 

what they saw to the future and they said, “Well they don’t know 
what our policy is.” These British have had to trade to live and so 
have the Dutch, and they didn’t let a little thing like politics interfere 
with whether or not you have been shooting them last week. That 
didn’t bother them. They are there right now. 

In the meantime, the American businessman has all of his funds 
blocked, he doesn’t know whether he is coming or going in the area. 

Now, this goes far beyond agriculture. This is the one I am get- 
ting at—there are millions of “people in those countries. They are 
going to buy something from somebody. 

Senator Jonxston. And the funniest thing about it is they are buy- 
ing it from that somebody and that somebody else is getting the com- 
modities from us sometimes, passing them on and making a profit. 

Senator Humpurey. I think we have received the benefit of your 
advice and counsel. I want to ask two questions here. 

Do you think the school feeding program such as is conducted in 
some of these underdeveloped countries has made any contribution to 
market development ¢ 

Mr. Fraser. Well, I can express my personal opinion on this and I 
also know I speak for Mr. Garnett, our Administrator, that this is one 
of the finest ways of promoting future markets for agricultural prod- 
ucts, and especially for dairy and cereal products. 

Senator Humpurey. I want you to say that good and loud. I see 
my friends Willis Tobler and Mike Norton back there. You feel it 
is particularly good for dairy products and cereal products; is that 
right ? 

Mr. Fraser. Yes. Recently I was in South America, in Chile, and 
they have a very fine, very well administrated school-lunch pro- 
gram. They are short on money to operate it. They have about a mil- 
lion schoolchildren that could be included under such a program but 
only about a quarter of them are receiving any food under the school- 
lunch program. It is a school breakfast, a cup of milk and a little 
bit of bread. With assistance from us I think they could expand this 
program and a future market for dairy products and for grain would 
ultimately be there. I think that is true in any number of other 
countries—Brazil, Peru, Colombia. Practically all countries would 
benefit by this. 
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Senator Homrpurey. Wouldn’t this be particularly true for recon- 
stituted milk ? 

Mr. Fraser. Definitely. 

Senator Humpnurey. Here in the United States we have the diffi- 
culty of gaining consumer acceptance in large amounts of dried pow- 
dered milk because we have such an availability of fresh milk. But 
if in these school-lunch programs you can develop the taste—and what 
you like is a matter of habit—develop the taste habit for reconsti- 
tuted milk, you have got a tremendous market in days to come. 

Mr. Fraser. In Lima, Peru, a group of dairy producers are build- 
ing a large modern dairy plant, partly financed by International Bank 
loan. These producers have available about 70,000 quarts of milk a day 
for the 1,200,000 people who live in the area. I discussed with them 
the possibility of expanding the market through promotion and the 
the possibility of utilizing recombined milk to supplement their own 
supply. They liked the idea and we are now in the process of develop- 
ing a program under which recombined milk would be bottled and sold 
at about half the price of grade A milk. We would plan to help out 
in this distribution by making money available for promotion of milk 
through nutrition education, by conduct of demonstrations and work 
in the schools and institutions, and that type of activity. 

Senator Humpurey. Yes, sir. 

Now the other point. Under what title of law are these projects 
being carried out, these lunch-school projects? 

Mr. Fraser. I believe, sir, that there are only two major school- 
lunch programs that are being assisted by Public Law 480. One is in 
Japan where there are about 6 million children under the program. 
There are another 5 million could be covered if they had additional 
aid. The other is in Italy and both of these are being assisted by ICA 
under title IT. 

Senator Humpnrey. Is there any title in the law where the assist- 
ance could come ? 

Mr. Fraser. It is possible or conceivable it could be done through 
title III but most of the donations under that title are made through 
voluntary relief agencies and my experience is that governmental 
authorities generally would prefer to see the school-lunch programs 
operated on a nonsectarian basis, in other words, without any religious 
connection with the program. 

Senator Humpurey. Couldn’t this be done under title I? 

_ Mr. Fraser. It could be done under title I but at least our feeling 
is that more use should be made of title II for this purpose. 

Senator Humpnrey. That is the emergency-relief section ? 

Mr. Fraser. It has been utilized largely for famine and disaster 
type of relief but both Japan and Italy are receiving assistance for 
their school-lunch programs currently. 

Senator Humpurey. Aren’t we running out of some butter and some 
milk, either ? : 

Mr. Fraser. There is fairly substantial amount in the CCC in- 
ventory now. 

Senator Humpurey. How much milk do you have in there now? 

Mr. Fraser. I believe there was in excess of 200 million pounds in 
the committed and uncommitted inventory as of June 30. 
Senator Humpnrey. You are pretty short on butter, though ? 
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Mr. Fraser. I don’t recall the exact figure but upward of 70 million 
pounds right at the moment. 

Senator Humpnurey. I was told in my little investigation of this 
by voluntary organizations they were having a tough time getting 
any butter, they were running out of it. 

Mr. Fraser. I think actually the corporation has outlets for the 
butter ; that is at the present time, foreseeable outlets. 

Senator Humpnrey. For sale? 

Mr. Fraser. For sale and for donation to our own school-lunch pro- 
gram. But it would be easy for our dairy producers to produce more, 

Senator Humpnurey. Exactly. I was getting at that. 

All right, Mr. Fraser, I want to thank you very much for your 
cooperation. 

Senator Humpurey. Mr. Norton is the next representative. I do 
not think you need any more introduction. 

Mr. Norton. I would like Mr. Post to sit with me. 

Senator Humepnrey. Mr. Post. 

Will you identify him ? 

Mr. Norton. He is director of the special services division of the 
National Milk Producers Federation. 


STATEMENT OF E. M. NORTON, SECRETARY, NATIONAL MILK 
PRODUCERS FEDERATION 


Mr. Norton. Well, Senator, I have a statement here that I had 
intended to read but since the last witness and some of your com- 
ment, I would like to have your permission to file this statement for 


the record and discuss some of the problems that we have found 
under the various titles of Public Law 480. 

Senator Humpurey. We will make that statement part of the record 
as if read. Why don’t you just discuss any pertinent parts that you 
would like to and make any other observations you would like to 
make ? 

Mr. Norton. This statement regarding Public Law 480—the Agri- 
cultural Trade Development and Assistance Act of 1954—is submitted 
for the committee’s consideration on behalf of the more than 800 
dairy cooperative members of the National Milk Producers Federa- 
tion and the approximately 500,000 dairy farm families who own and 
control these cooperatives. Cooperatives making up the Federation 
have farmer members in all of the 48 States. 

The federation is a national farm organization—it is the oldest and 
largest single commodity group in the United States. 

Dairy farmers and their cooperatives are directly affected by the 
subject matter being considered by this committee. They are very 
much aware of the importance of Public Law 480 to the industry. 
This awareness is best described by quoting the policies of the federa- 
tion adopted by the voting delegates at the last annual meeting: 

We endorse the use of all domestic and foreign outlets for surplus commodities 
and urge that funds provided for such purposes be used to the fullest extent 
possible in disposing of surplus dairy stocks. 

Public Law 480 has enabled the dairy industry in the United States to gain a 
foothold in marketing in some foreign markets. We urge the continuation of 


the above law and further development of foreign markets. We ask our Gov- 
ernment to plan with our industry to carry on its activity in such a manner that 
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markets once obtained through the present efforts be retained for United States 
dairy products. 

Stocks of dairy products in CCC inventories have the effect of 
setting the ceiling on our prices and therefore programs and policies 
designed to remove these stocks contribute materially toward lessening 
their depressing effect on the market. Therefore, Public Law 480 
makes a substantial contribution toward the economic position of dairy 
producers by providing outlets for these stocks. The act takes on 
additional significance when we realize that only 4 percent of our total 
annual milk production last year caused our marketing problems, and 
any program that will expand the base of consumption for dairy prod- 
ucts Is important to dairy producers. 

While these economic considerations may not be subjects of direct 
review by the committee, it is necessary that we establish them as a 
background against which we can evaluate the importance of Public 
Law 480 to our present situation. 

We know that this committee is aware of these facts. The far- 
sightedness of the committee is amply evidenced by provisions of Pub- 
lic Law 480 and subsequent operations under this law. The impact 
of Public Law 480 operations on dairy inventories of CCC is sharply 
discernible when we review the following table in which we compare 
the CCC purchases of dairy products in fiseal year 1956 with the move- 
ment of dairy products under Public Law 480. 


Comparison of dairy product purchases by Commodity Credit Corporation and 
disposal of dairy products under Public Law 480—Fiscal year 1956 





> 
Product Purchases | Disposal 

Butter... nacaaeeenn = nie aaeecs | 174, 096, 025 | 1 344, 002, 150 

Cheese___- | CES REE Ee adh 5 ee chk tad | 165, 693, 567 | 251, 644, 000 

| 529, 894, 000 


Nonfat dry milk_-. Sheceeindia sia cglnc Actes ai ae 650, 160, 969 





1 Includes conversion of 99.207 million pounds of butter oil under title II and title IIT. 


Of these amounts of dairy products moved under Public Law 480, in 
excess of 4.8 million pounds of butter, 2.4 million pounds of cheese and 
12.1 million pounds of nonfat dry milk powder were sold under pro- 
vision of title I to countries with which our Government entered into 
agreements. While these quantities are not large they take on signifi- 
cance when we recognize that they represent commodity negotiations 
betwen American exporters and importers in foreign countries. As 
such, they could well form the basis for future commercial negotiations 
and establishment of markets in foreign countries for American 
products. 

On this point we respectfully point out to the committee that the 
federation’s policy on doceian trade is based on two considerations: 
(1) Dairy products, like most other American agricultural products, 
are not competitive pricewise in world trade; and (2) markets estab- 
lished now for American dairy products may be lost in the future 
because of price disparity. However, we believe that down the road 
we will establish new markets that we will be able to retain. Along 
this line we note that in 1956 Public Law 480 accounted for over 50 
percent of total dairy product exports. 

We support the amendment to section 104 (e) of the act by which not 


~ 


more than 25 percent of the foreign currencies received from agree- 
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ments entered into under title I would be available to United States 
business firms for business development and trade expansion and for 
the establishment of facilities to aid in increasing consumption of and 
markets for United States farm commodities. 

By far the greatest volume of dairy-product disposal under Public 
Law 480 has come under title III, section 302. This section amended 
section 416 of the Agricultural Act of 1949 to expand the authority of 
the Secretary of Agriculture to dispose of Government-owned agricul- 
tural commodities. Under this title in excess of 98 million pounds of 
butter, 138 million pounds of cheese, and 411 million pounds of nonfat 
dry milk were distributed by nonprofit voluntary relief agencies to 
needy persons in foreign countries in fiscal year 1956. 

During the same period over 122 million pounds of butter, 89 million 
pounds of cheese, and 85 million pounds of nonfat dry milk were 
distributed to domestic outlets under Public Law 480 authority. It is 
true that these commodities were distributed among people who were 
unable because of low income or no income to be cash customers. 
However, it is quite within the realm of possibility that these people 
could become buyers and when they do, express their preference for 
United States dairy products. 

These, we might say, are the statistical or measurable benefits of 
Public Law 480. They leave no doubt that the act and the programs 
administered under it have done a good job. The so-called surplus is 
being moved from Government hands to the mouths of needy people 
here and abroad. ‘These uses, it seems to us, call for more attention. 
If one could translate improved nutritional levels of subsistence in 
place of starvation into understandable terms like dollars and cents, 
perhaps the 4-percent additional milk production that has helped make 
this possible would be considered the blessing it is, rather than the 
curse it is represented to be. 

For instance, testimony by relief agencies approved to handle dis- 
tribution of surplus agricultural commodities in foreign countries 
indicates that these foods have been effective weapons in this coun- 
try’s constant and continuing battle against Communist propaganda. 
Would these efforts have been as effective without this food? It is 
reasonable to assume they would not. Public recognition of this 
fact should be made and a credit entry made on the side of the Amer- 
ican dairy farmers. With this in mind we suggest that the costs as- 
sociated with the disposal of these foods are properly chargeable to 
Government programs other than the farm program. 

We appreciate having had this opportunity to submit the views of 
American dairy farmers to this committee and again express our 
appreciation for the interest the committee has shown in our problems 
and its efforts to support measures designed to solve these problems. 

Under title I we believe there are considerably more possibilities 
for development than have been evidenced up to date. Now we have 
tried since the law has been in effect to convince the Department 
that they, too, will have to take some responsibility in an investment 
that will be made in foreign countries in order to expand the use now 
of dairy products, and I presume this would apply to any farm com- 
modity where, in the foreign country, further processing would have 
to be done. 
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In other words, if they had to buy a plant, land, and equipment, the 
Department would have to assume some responsibility for the fi- 
nances. 

Now, I know that the personnel of the Department of Agriculture 
have been in the country attempting to sell to private industry and 
to cooperative enterprises also, the value of their investing in these 
facilities in foreign countries. Now, I think we could even get to 
that point where private industry would put up the money and I am 
sorry to see Mr. Denning will not testify but will file a statement, 
because he is very familiar with this type of program. He and I 
worked at great length on it. But the continuation of the supply 
of the product in order to let the investor recapture his initial in- 
vestment is more important. 

Now, there is no prohibition itself in this law or in the Commodity 
Credit Corporation charter which would prohibit the Department 
from encumbering funds against the contract over a period of years. 
That encumbrance could be made against the individual firm’s price 
of milk that it could sell it for in that country and a calculation for 
his profit to let him get back his investment that he has made in that 
plant. We think that is most important. 

Again, we have tried for quite awhile to get the Department to do 
this but have been unsuccessful. 

Senator Humrnery. Let me ask you this, Mike. Do you think the 
amendment we put on Public Law 480 that provides for a loan to 
private business would have any effect? 

Mr. Norron. It would certainly and also the ICA provision of in- 
sured losses helps but the problem, Senator, is this: The insurance 
aspect of ICA is a very good one, there is no question about that, 
but when a private firm in this country gets to dealing with a foreign 
government abroad and does not have representatives right there deal- 
ing with them—we have been through one of these insured deals now 
for just a year and a half—and we have both redtape on this side of 
the water and that side of the water and their ball can get so we can’t 
get. it unwound when we are not there dealing with them all the 
time. 

Therefore, we have come back to our very same proposition that 
CCC must also take some responsibility in that because then, we can 
talk with them and if they think the investment is good and sound 
we are on our way. These other things would only supplement their 
investment, would insure their investment of being a success too in 
case of a change in the foreign government, which happens occa- 
sionally. 

Senator Humpnurey. What you are suggesting is that, take for 
example a country like India 

Mr. Norton. Right. 

Senator Humpnurey. Where you want to develop certain eating 
habits or certain nutritional habits, it takes time to develop them ¢ 

Mr. Norton. Right. 

Senator Humpurey. Actually it requires that. You have in the 
United States a setup to give out things, set up a big establishment to 
penetrate that market. You are saying a private investor is not going 
to do that alone first of all because he has got a better market back 
here. This isone problem we are up against all the time. The Ameri- 
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can market is a pretty good one. He doesn’t want to go to another 
country if there is resonable reason to believe that for the first 5 years 
or so he will be fighting a losing battle on the private side. 

Mr. Norton. That is correct. 

Senator Humpurey. What you are asking for is some kind of a 
program in which the Government as a part of an agricultural policy 
and as part of a trade policy will not only encourage but will assist 
an industry, or in this instance a processor, to establish a market, 
establish a plant, develop a market, and tide him through, so to speak, 
during the period of losses ? 

Mr. Norton. That is correct. 

Senator Humpnrey. Not necessarily to make up his losses but not 
to make him lose money and charge him for both ? 

Mr. Norton. That is exactly right and that is the point, that our 

rivate investors will come forward and willingly put in these estab- 
ishments when they are guaranteed that they can get their initial 
investment back. They don’t want it guaranteed that they can put it 
in there today for a quarter of a million dollars, have their supply 
shut off and collect a quarter of a million dollars from the Govern- 
ment. What they are interested in is establishing their market over 
the long run, and I don’t believe it would be too long before we can 
go into this in good shape. 

With a 4-percent milk surplus in this country, and when in this 
country there is a third of the world surplus, we could establish these 
markets. They can be established under school-lunch outlets where 
the learning is slow and it is hard and a long time away, but still it is 
there because if those people learn to like milk, they learn to drink 
milk, we have a customer and we have a customer there for the other 
two-thirds of the surplus that is contained in the world. And our 
position has not been particularly in these situations that we want to 
control the market entirely. 

After the investor gets his money back for the initial outlay, we 
have said, “Go buy your product, your milk, powder, or butterfat, any 

lace you want that you can get it at the then price.” What we 

ave asked the Department to do is to guarantee him a price at which 
he can sell his product in the foreign country for a profit, enough that 
over a period of years, be it 3, 5, or 10, that he can get that initial 
investment back. That is our position. 

I don’t think there is any law required. I don’t know how to get 
the Department to do it but I am awfully happy to be able to review 
it here with you so we get it out one other place. 

Senator Humrnurey. I know you have been working at this a long 
time and I kind of hoped by now some experimental operation might 
have been underway. I know prior to World War IT we had the big 
market in certain Latin American countries and during that period 
we had to shut off and we lost it and other people have moved back 
in and taken it away from us. 

Mr. Norton. That is not to say there hasn’t been considerable 
activity under title I. All I am saying here is there are 32 agree- 
ments. Sixteen of them contain provisions for dairy products. They 
range from a low of about $200,000 down in Peru to four million one 
in Israel. 
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' Now, we think we can understand why Israel would take more 
dairy products than possibly some other country. No. 1, one of 
their key personnel in the establishment of this 480 was a fellow well 
trained in the dairy field; and I could say, not facetiously, he recog- 
nized a good buy when he saw one and went to work on it; so he 
took a little over $4 million of the dairy products. 

That leads up to another point. We would like to see a policy 
established in the Department of Agriculture, or even maybe an 


amendment to this law, that when negotiations take place between 


government and government, and official and official, a closer rela- 
tionship between these people and industry representatives be 
permitted. 

Now the trend of these negotiations, and I have known a good many 
of them, is that the foreign government has its mind pretty well 
made up what it is going to say. This is not to say the Department 
in many instances is not forced to tie in sales on some contracts, too, 
but we would like to see a little closer cooperation on these nego- 
tiations with trade people who we think may do a little better selling 
job. I don’t mean by that statement to detract from anybody attempt- 
ing to sell. I think a little more force could be put on these negotia- 
tions, if they were done with a little larger group of trading people. 

Senator Humpurey. Well, it might be possible to have some kind 
of preliminary, at least an exploratory preliminary period of that. 
I have been a little bit concerned, Mr. Norton, about the apparent lack 
of using the private people that are available in some of these areas. 
I talked about the barter program here the other day. We had quite 
a discussion about it. It just seems to me that, even in barter regu- 
lations pertaining to a barter program, before those regulations are 
issued there ought to be the kind of industry advisory committee that 
sits down and really talks this thing out. That’s where you get the 
information. 

Mr. Norton. That’s exactly right. 

Our final point comes under title ITI. We have objected from the 
inception of the program to the sale of nonfat dried milk solids for 
animal feed. You mentioned here this morning that the voluntary 
agencies are finding it difficult to secure adequate quantities to dis- 
tribute in foreign countries. We find that is true, too. We sée no 
reason, therefore, for the Department to sell powder in animal-feed 
channels when it can be made available and can be used for food out- 
lets. Now, whether there is dollar value received by feeding hungry 
people, whether we are measuring this in dollars, or whether we are 
measuring it in souls that are friendly to us, is not a matter for me 
to decide. I assure you, however, we make a lot more friends with 
food than we do with dollars, and this is good food and can be used. 
We dislike seeing it used for that purpose. 

Senator Humrenrey. I think it is very unfortunate and very bad. 
I didn’t know the Department was still using powdered milk for ani- 
mal feed. I just can’t imagine it. 

Mr. Norton. I don’t know if they have used it in the past 6 or 7 
months, but I want to bring it up here again with the understanding 
to them that we don’t like to see it done, and we hope that in the future 
they don’t do it. 
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Senator Humpnrey. Who is here from the Department besides Mr, 
Fraser this morning ? 


Mr. Fraser. Just me, sir. 

Senator Humpurey. I would like to find out from the Department 
of Agriculture how many sales of powdered milk have been made for 
the purpose of animal feed, and I would like to know when those sales 
were made and how much we will get, because I can assure you that 
Dale Carnegie’s book on How To Win Friends and Influence People 
has had nowhere near the effect of cheering up the sad lives of some 
of these people like milk has. This is like a ray of sunshine. It is 
absolutely the most unbelievable experience to see mothers and children 
lined up at these feeding stations. 

I literally had a religious rebirth just to see it. Mr. Norton, if they 
are using any of this powdered milk to feed animals instead of chil- 
dren, we are going to look into it. 


(The information submitted by the Department of Agriculture is 
as follows:) 


DEPARTMENT PoLicy ON NonFAT Dry MILK SALES FoR ANIMAL FEED 


Following the sales of nonfat dry milk in 1954 to relieve the domestic shortage 
of proteins for feed purposes, a sale of 75 million pounds for export of nonfat dry 
milk for animal feed purposes was made in September 1955. In addition to this 
quantity, between August 1956 and February 1957 there were 15 export sales 
amounting to 39 million pounds for animal feed. 

The number of sales for domestic feed use has not been tabulated since much 
of the data is in the field offices ; however, the quantity sold for domestic animal 
feeding purposes is as follows: 


Calendar year: Pounds milk 
16, 335, 000 


eT SN UA dhaibindn deiheseab dacs 22, 180, 000 
1957 to June 30 8, 915, 000 


About 17 percent of the total domestic sales included insect and flood damaged 
milk. This insect and damaged milk could not be included in a donation program. 

In the progress report on the orderly liquidation of stocks of agricultural com- 
modities, held by Commodity Credit Corporation, prepared pursuant to Public 
Law 540, 84th Congress, Agricultural Act of 1956, title II, section 201 (b) sub- 
mitted by the Department on June 30, the following quantities of nonfat dry 
milk are scheduled for donations: 

Pounds 

Public Law 480, title IT 56, 000, 000 
Sec. 32 and 416 domestic 131, 000, 000 
Sec. 416 foreign 480, 000, 000 

The Department’s policy in regard to disposal of nonfat dry milk is that only 
after exhausting all possible outlets for human food uses, including domestic 
and export sales, and domestic and export donations, consideration is given 
to disposal of any additional quantities as follows: 

1. Domestic feed use at prevailing market prices. 

2. Competitive bid sales for export to friendly foreign countries for feed 
purposes. 

Mr. Norton. I understand a while back these distribution agencies 
had not formulated their organizations, but at this stage of the game, 
they are in business. 

Senator Humpurey. That is right. They are not only in business, 
but are very worried about the program planning for dairy products 
and these dairy products are terribly important. 

Mr. Norton. Senator, we appreciate very much this opportunity 
to appear before your committee. 
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Senator Humpurey. Thank you very much, Mr. Norton, I appre- 
ciate very much having you come. 

Mr. Norron. We hope this program does not end soon and it lasts 
for a long time. 

Senator Humpnrey. I noticed in your statement you do support 
the amendment. I talked to you about that. Not more than 25 per- 
cent of foreign currencies are to be made available for United States 
business firms and business development and I wish there were some 
way that we could further your project of getting some of these 
plants established with a little assistance in an interim period. I 
think this is very, very important. 

Mr. Norton. Our investors will buy that in a hurry. Not a thing 
prevents the Department from proceeding along those lines right 
now, but they are not going to get plants instituted in foreign coun- 
tries to any large degree until they too participate in this risk other 
than the initial sale of a product at a lower than cost price. It has 
got to go further than that. 

Senator Humrnrey. Thank you. 

Do you have your statement, Mr. Mortimer? 

Mr. Mortimer. I have it in my head. 

Senator Humpurey. We are awaiting Senator Neuberger’s arrival. 

I am going to have placed in the record at this point the table from 
the United States Department of Agriculture, Commodity Credit 
Corporation, on the Report of Price-Support Commodities as of July 
8, 1957, Stocks on Hand, Sales and Other Disposition. There is one 
section here related to dairy products that we were discussing a mo- 
ment ago. Total uncommitted stocks on hand, quantity of butter 
would be 74,791,000 pounds; cheese, 170,826,000 pounds; dried milk, 
95,778,000 pounds. 

re will have that made a part of the record. Thank you very 
much. 

(The document mentioned is as follows :) 
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| Total tobacco loans held by | Month of May 1957| Cumulative leans 
CCC, May 30, 1957 loans repaid ! repaid ! 


Commodity Tni | Unit Total | 
Quantity | value Joan Quantity | Amount | Quantity | Amount 
(1,000 |(dollar/| value (1,000 (thou- | (1,000 (thou- 
units) unit) (thou- units) sands) units) sands) 
sands) 


Tobacco loans. | 
Burley ..| 267,199 . 68 $183, 197 17, 505 $13, 045 273,679 | $147, 150 
Fire cured and wy 85, 545 . 45 39, 275 2, 708 654 | 123,691 42, 392 

dark air cured. 
Flue cured______}__- 578, 304 - OV 345, 598 16, 352 11, 945 366, 125 195, 247 
ee EES c= 30, 265 . 567 17, 167 207 96 | 86, 249 29, 522 





—e —— 
——— | —a 





Ret ss | 961, 313 585,237 | 36,772 | 25,740 | 849,744] 414,311 




















1 Represents total tobacco loan repayments and other loan credits naded on crop years on which loans 
remain outstanding. 

Senator Humpurey. We have with us, Senator Richard Neuberger, 
of Oregon, and Senator Neuberger, who is a great friend of agricul- 
ture, and a wonderful exponent for the virtues, and there are many 
for his great State, is going to introduce one of his constituents to us 
and present him. Senator, we are now discussing Public Law 480, 
as you know, and all aspects of it, and at this particular session, we 
are getting some very fine information relating to market develop- 
ment by some of our trade associations. 


STATEMENT OF HON. RICHARD L. NEUBERGER, A UNITED STATES 
SENATOR FROM THE STATE OF OREGON 


Senator Neusercer. Mr. Chairman, I am very grateful to you for 
your characteristic courtesy and kindness to me and to all of us from 
the Pacific Northwest and from the State of Oregon. 

I am going to be very brief because I know your time is limited 
and I do not want to presume upon the time of the gentleman whom 
I am going to present to you, Mr. Richard K. Baum, who is executive 
vice president of our Oregon Wheat Growers League. 

I just want to say this, preparatory to presenting Mr. Baum. We 
are very proud of our Oregon Wheat Growers League for one par- 
ticular reason. All of us know that agriculture has many grave and 
searching problems and thus far our governmental programs have 
failed to solve them. They may have ameliorated them to some limited 
degree, but they have not solved them and the Oregon Wheat Grow- 
ers League, officers and members, have been extremely active in trying 
to do its part in this heroic task. For example, they have spent a 
great deal of their own money to try to encourage markets in the 
Orient and Asia, for the surplus wheat that is grown, not only in the 
Northwest and elsewhere in this country, so that perhaps among the 
starving millions and even billions in that cockpit of the world, there 
may be found markets for the wheat that is grown in Oregon and 
other States. 

Mr. Baum has been extremely active in that program and so I com- 
mend him to you as one who has tried to demonstrate some vision and 
foresight in these very grave and critical issues that confront our 
wheat growers in particular, and agriculture in general. I know Mr. 
Baum will make his own presentation, Mr. Chairman. 
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Senator Humpurey. Thank you very much, Senator. You have 
good credentials, Mr. Baum, and as they say, you are well recom- 
mended. 


STATEMENT OF RICHARD K. BAUM, EXECUTIVE VICE PRESIDENT, 
OREGON WHEAT GROWERS LEAGUE, PENDLETON, OREG. 


Mr. Baum. I want to thank first, Senator Neuberger, for taking the 
trouble to come down to introduce me for the Oregon Wheat Growers 
League. 

Mr. Chairman, I have a statement which has been distributed and 
I would like to present it for the record. 


Senator Humpnrey. Yes, sir. It can be made a part of the record 
in its entirety. 
(The document mentioned follows :) 


Mr. Chairman, members of the committee, my name is Richard K. Baum, 
and I am the executive vice president of the Oregon Wheat Growers League. 
The league was organized in 1926. We have over 1,500 life members. 

A State wheat commission was established at the request of the league in 
1947, to finance a self-help program. Our growers pay to the commission one- 
half cent per bushel on all wheat sold into commercial channels. The commis- 
sion has the responsibility to conduct a campaign of research, education, and 
publicity to fnd new markets for wheat and wheat products. The league con- 
tracts with the commission for funds to finance specific activities. 

lhe Pacific Northwest is separated from United States population centers by 
restrictive freight rates which have increased to a level where we must rely 
almost entirely on the export market. Before the acreage-allotment program 
was put into effect, this region produced about 120 million bushels of wheat 
a year. Under the allotment program, our production is now about 95 million 
bushels. Since World War II, exports have averaged 68 percent of the region’s 
production, compared to 34 percent for the rest of the United States. These 
figures emphasize the importance of the export market to our area. 

The administrator of the Oregon wheat commission was a member of a three- 
man Government team which traveled through Asiatic countries for 4 months in 
the fall of 1949, exploring market opportunities. The foundation for a program 
to increase consumption of wheat foods in the rice-eating areas in Asia began 
when the Millers’ National Federation and the commission initiated a project 
at the Women’s Christian College at Madras, India, in 1952. The objective of 
this program was to teach the nutritional values of wheat foods to people who 
had traditionally eaten rice with little else and were suffering from malnu- 
trition. People in such areas are so ignorant of how wheat should be used that 
during periods of famine when wheat is available they try to prepare it as they 
would rice, become ill and refuse to eat it even though they are on the verge of 
starvation. To overcome this problem the Women’s Christian College has 
developed a recipe booklet on wheat foods adapted to the facilities and local 
customs long in use in rice-eating areas. The director of agriculture in the 
State of Madras, told me that with the aid of commission-federation funds, 
people in the State of Madras have accepted wheat as a supplemental food with 
rice. 

When Congress passed Public Law 480, in the closing days of the 1954 session, 
they removed the obstacle, a shortage of dollars, to increased trade. We were 
extremely optimistic about the possibilities of this program. No sooner was 480 
signed into law than Eral Pollock, grain-marketing specialist for the Foreign 
Agricultural Service, Gordon Boals, director of exports for the Millers’ Federa- 
tion, and I left the United States to explore the opportunities for using 480 
to promote wheat and wheat products in Asiatic markets. 

A new program takes time to get underway. It was almost a year after 480 
was passed before Japan signed an agreement to purchase 85 million dollars 
worth of farm products from the United States. Under this first agreement, 

2 million in yen were set aside for promoting increased use of United States 
commodities in Japan. Japan offered more opportunities for expanding the 
consumption of wheat foods than any other Asiatic country. 
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After World War II, the Japanese Government adopted an official policy favor- 
ing increased use of wheat foods. First because wheat cost about half as much 
as rice on the world market and, second, because the nutritionists strongly ree. 
ommended eating it to improve the people’s health. This favorable attitude has 
proven extremely important because the Government of Japan is a monopoly 
buyer and controls the amount and price of the basic foods which are produced 
locally, as well as those which are purchased from other countries. 

Eral Pollock and I returned to Tokyo, in October of 1955, to work out specific 
projects for promoting increased consumption of wheat foods. We immediately 
were confronted with many problems, including the language barrier. There 
was also a misunderstanding on who was going to supervise the spending of the 
local currency funds and on what type of projects the money could be used, 
The Japanese industry groups, which produced wheat foods, were disorganized 
and competing among themselves for use of local currency. After almost 5 weeks, 
we achieved a coordination of the Japanese industry associations which are now 
working harmoniously to promote their products on a national basis. These 
groups include the bread bakers’ association, the dry-noodle makers, the wet- 
noodle makers, the biscuit makers, and the macaroni makers. 

The problem in Japan was similar to the problem in most other Asiatic coun- 
tries, an overdependence on rice. To overcome centuries of the rice habit, it 
was decided to conduct an educational campaign based on nutrition and a pro- 
motional program to compete for the housewives’ yen. Bread has been baked 
in Japan on a small scale for at least the past 100 years. Many communities, 
however, have no bakery and transportation is often very inadequate from 
baking centers such as Tokyo. Many children throughout Japan have never 
eaten bread due to prohibitive prices or lack of availability. 

I would like to use a chronological order in reviewing league projects in Japan. 
Joe Spiruta, our Far East representative, was responsible for development of the 
grain exhibit at the International Trade Fair held in Osaka, April 9 to 22, 1956. 
The wheat exhibit proved to be very popular. Three Japanese bakers worked 
every day making cakes from American-prepared mixes, plus scones, rolls, sweet- 
breads, and other specialty products made from the type of flour which is milled 
from Pacific Northwest wheat. Trade fairs are proving to be an effective way 
to promote American agricultural commodities. Consideration should be given 
to establishing permanent United States agricultural trade centers in such impor- 
tant world markets as Tokyo. In effect, these centers would be permanent ex- 
hibits Similar to what are used temporarily at trade fairs. 

The second project began on May 18, 1956, when the league signed an agreement 
with the Japan Nutrition Association for the development and operation of eight 
kitchen demonstration buses which would travel throughout Japan. Three 
Japanese nutritionists assigned to each bus show housewives how to prepare low- 
eost nutritious meals, including wheat foods. Since this project started, the 
8 buses have traveled a combined total of 73,291 kilometers and 2,514 demonstra- 
tions have been performed before 258,967 homemakers. We believe these buses 
are the most useful and positive approach developed for bringing a promotional 
message to the homemaker’s doorstep. A typical Japanese homemaker’s attitude 
toward the demonstration buses, as recorded in one of Japan’s leading newspapers, 
is included here. 


“Mainichi, May 15 (contributed by Mrs. Setsuko Inoue, 227, Mohara, Mohara Shi, 
Chiba Prefecture) 


“The ‘kitchen car’ has visited us—this gleaming large body, kneading its way 
along the green fields and hills, playing gay melodies—drew up by the roadside. 
The rear window opened, the top part becoming a mirror, and the lower part a 
gas cooking range. Like magic, an attractive kitchen is there. Women and 
children from the neighborhood scurry to the place. Two young lady nutrition- 
ists in clean white coats and their hair covered up in white cloth were preparing 
vegetables and flour in an expert manner, with a touch of humor. 

“Teaching us the importance of one meal a day being of flour, that protein 
content foods should be accompanied with vegetables, and the nourishing content 
of dark-colored vegetables, the correct combinations of foods—these things were 
already known to us, and yet they were explained to us in a scientific way. It 
was brought so close to us, by this demonstration right before our eyes, and made 
us realize health condition is the result of such simple things. 

“The materials they used were such that one could find in any shop around 
the corner, like fishmeat sausage, whalemeat, lamen (noodles), and the recipes 
that we could put to immediate use. While we were happily looking on, in no 
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time these were finished—e. g., a dish of Chinese noodles, attractively garnished 
with chopped egg, ginger, string beans, sandwiches made with whalemeat, apple 
and peanut-butter dressing. These foods were divided among us and we all 
enjoyed the taste. What an up-to-date and splendid idea is the kitchen car.” 

This project is set up to operate over an 18-month period. Exhibit A is 
submitted to illustrate the widespread publicity being given this activity. 

The third project, closely related to the demonstration buses, is the preparation 
and distribution throughout Japan of educational material on wheat foods. This 
project has now been completed. A total of $11,447.62 in yen was used during the 
year for developing, printing, and distributing material. During the last quarter, 
over 300,000 pieces of literature were distributed. Exhibit B is an example 
of the type of material which features the balanced-diet theme, including wheat 
foods. 

The fourth project was the establishment of a baker’s training school to im- 
prove the quality of bread and other products. A training center is now located 
at the Japan Institute of Baking in Tokyo. Four 3-month courses were planned 
for the year. Thirty to forty bakers receive training during each course. Gradu- 
ation ceremonies for the third class were held during the last week of June. 
After the bakers have received their training at Tokyo they conduct classes in 
their home prefectures. It is estimated that in June classes were held at 200 
locations over the country with approximately 10,000 students in attendance. 
One additional class of bakers is scheduled under the present project. 

The next project is concerned with training home-improvement extension 
workers to increase per capita consumption of wheat foods, in the rural areas. 
Generally speaking, the agricultural segment of Japan is the poorest fed portion 
of the Nation because they try to sell as much as possible from their tiny 2- and 
3-acre farms, keeping barely enough food to get by. Also, due to their extremely 
low-income level, they fail to buy off farm foods to vary their diet. In the rural 
areas, the per capita consumption of wheat foods is only about 8% percent of the 
diet compared to about 35 percent for the Tokyo adult. One home-improvement 
extension worker from each of the 46 prefectures received 2 courses of 10 days’ 
training each, during the past year in Tokyo. Following this training, the work- 
ers conducted courses at the district level for other home-improvement workers. 
Such prefectural schools were conducted three times during the year. This 
project was completed as of June 30,1957. Exhibit C illustrates, with pictures, a 
class in Tokyo. 

To encourage the purchase of Oregon wheat, the league sponsored an award 
for the annual golf tournament of the Japanese Grain Importers Association. A 
permanent rotating trophy known at the American Wheat Cup was presented 
to the association on July 25, 1956. League officers felt it was desirable to 
sponsor this contest since the Canadian and Australian Wheat Boards were 
supporting similar events. This is not a project, since no 480 funds were used, 
but it is mentioned to illustrate the type of activity generated as a byproduct 
of the market-development program. 

One of the best methods we have found for using market-development funds 
is the exchange of qualified United States and foreign personnel. When foreign 
delegations visit the United States, they observe firsthand the kinds and qualities 
of wheat and develop direct trade contacts. They are impressed by the efficiency 
demonstrated by our modern methods of producing, handling, transporting, 
storing, loading, and exporting wheat. We try to convince them that the United 
States is a stable source of supply of quality wheat at reasonable prices. 

On August 12, 1956, the league brought a 5-man delegation of top Japanese 
Government officials and industry representatives to the United States for a 
5-week visit. The group included the Parliamentary Vice Minister of Agricul- 
ture and Forestry. Before returning to Tokyo, the head of the delegation 
expressed appreciation to the league and the Foreign Agricultural Service for 
sponsoring this visit which had allowed these key officials to obtain a much 
better understanding of the wheat industry in the United States. 

As a followup to the Japanese team, four men from the United States visited 
Japan and South Korea last May. The purpose of their trip was to see firsthand 
what progress was being made in the market-development program, to participate 
in the Tokyo Trade Fair, and to further relationships with government officials 
and industry representatives. The mission included the president of the league, 
a representative from the Washington Association of Wheatgrowers, a repre- 
sentative from the Idaho association and the director of the Portland regional 
office of the Commodity Stablization Service. The group left the United States on 
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April 25, and returned May 20, after spending 2 weeks in Japan and 1 week in 
South Korea. The reports which we have received indicate this mission was 
extremely successful. They are continuing to make an important contribution 
after returning to the United States by reporting to members of their associations, 
the grain trade, and others, what is happening with 480 funds to expand the 
market for United States wheat in Japan and South Korea. 

In December of 1956, the league also invited Dr. Oiso, head of the Nutrition 
Section of the Ministry of Health and Welfare to the United States for about 
1 month to study the public-health program, school-lunch program, institutional 
feeding, nutrition education at several leading colleges, the methods of baking 
and preparation of wheat foods, and the use of wheat foods in the home. Dr, 
Oiso is one of the strongest supporters, in Japan, for increasing the consumption 
of wheat foods. 

A special contribution of $3,000 was awarded the Japan Nutrition Association 
on September 25, 1956, for preparation of a food-culture exposition during the 
fourth nutrition conference of the South and East Asia Nutrition Committee 
sponsored by FAO and WHO. The conference dealt with methods of improving 
the dietary life and health of the people in this part of the world. The association 
prepared a food-culture display which included: cooking demonstrations of 
doughnuts ; a display of wheat cultivation, production, and harvest; and a display 
of bulgour wheat. Exhibit D is a picture story of this exhibition. 

During the April—June quarter of 1957, the League carried out an extra 
promotional activity. Ten thousand copies of the brochure, United States 
Flour for Export, were translated into Japanese and distributed throughout 
the country. The responses to the pamphlets surpassed expectations. Many 
letters were received at the Tokyo office. May I quote one letter as follows: 

“AprRIL 30, 1957. 
“OWGL, 
“Tokyo, Japan. 


“GENTLEMEN: This is to congratulate you on the establishment of a contact 
office for two American wheat organizations. Today we received three of your 
pamphlets through our local association, and are amazed at the high level and 
conscientiousness of your diligent advertising and are filled with respect. 

“The strictness of standards in quality and price are especially pleasing. In 
this we feel a personal satisfaction. We are holding a general meeting on the 
9th and will exhibit this pamphlet to all our members. 

“We wish you success in your establishment. 

“Mr. Hower KIMURA, 
“Chief, Nilgata Prefecture Noodle League, 
“Namikimachi, Niigatashi.” 

A copy of this brochure is submitted here as exhibit E. 

For several years, the League has been interested in the possibility of export- 
ing bulgour-type wheat to countries in Asia. Bulgour is wheat which has been 
cooked, dried very hard, and cracked. It retains the nutritional qualities 
closely associated with whole wheat, but keeps better than wheat or flour since 
most of the moisture has been removed. Bulgour wheat is now being produced 
by a mill on the Pacific coast under the trade name of Ala. Twelve hundred 
tons will be imported into Korea during July and August. Japanese competi- 
tors have prevented the import of the product into Japan. However, a token 
shipment of 100 tons was imported and distributed on the northernmost island 
of Hokkaido from April 22 to 29,1957. The Japan Nutrition Association which 
directed the distribution of Ala, handed out a questionnaire, which showed that 
it would be acceptable by the Japanese people if their Government would allow 
it to be imported. 

The league was responsible for the preparation and management of the wheat 
exhibit during the Tokyo International Trade Fair, held May 5-19, 1957. The 
display focused attention on the large variety of foodstuffs made with American 
wheat. The theme of the exhibit was that a greater life span is presently 
available to modern Japanese because of a better diet that wheat eating can 
afford. 

The five industry groups in Japan which utilize wheat cooperated by pre- 
paring pamphlets, exhibiting their commodities in a portion of the showcase 
and assigning representatives to be present at the exhibit during certain days. 
It is estimated that approximately 700,000 people visited the agricultural pavil- 
ion during the fair. 

This completes a description of the wheat projects in Japan which have been 
concluded or are presently underway. Contracts were signed on March 18, 
1957, however, with the FAS for additional projects. One project is designed 
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to coordinate the activities of the five trade associations in a nationwide adver- 
tising and promotional campaign for wheat foods. Most of their programs will 
start during July, August, or September. They feature original and clever 
ways to draw the attention of the Japanese people to the use of bread, noodles, 
biscuits, and macaroni. 

Another major project will expand the school-lunch program into rural areas, 
where children are not presently participating. Out of 12 million primary- 
school children in Japan, 6 million receive a complete school lunch and 1 mil- 
lion receive milk only. The remaining 5 million children who do not participate 
are mostly the children of farmers. School lunch meals include a hot dish, a 
bowl of powdered milk and a large wheat roll. Many Japanese leaders feel that 
school lunch has had more effect on increasing consumption of wheat foods 
than any other single activity, because the children learn to like the taste of 
wheat rolls at school and want them to eat in the home. The unpopularity of 
school lunch in rural areas is due partly to the poverty of the farmers. The 
main reason, however, seems to be the farmers’ lack of understanding of the 
advantages offered by this program. A series of educational meetings will be 
held in the rural areas to create a desire among the parents to bring the bene- 
fits of school lunch to their children. If successful, this project would expand 
the consumption of wheat and dairy products to an additional 500,000 primary- 
school children. Such an expansion would mean an immediate additional re- 
quirement of 10,000 metric tons of wheat flour, and 2,000 metric tons of skim 
milk, and in the long run mean a growing market for such foods among Japa- 
nese people generally. 

The league has concentrated marketing activities in Japan because the situa- 
tion there is favorable and it is so important to the Pacifie Northwest as a 
wheat market. During the past 3 years, Japan has imported over 40 million 
bushels of wheat each year from the Pacific Northwest. Japan is a dollar 
market and will purchase wheat, whether she has a 480 program or not. She 
needs to import about 4 million metric tons of grains each year. 

In addition to the Japanese projects, the league has a cooperative program 
underway in South Korea and Thailand with the Millers’ National Federation. 
Projects in both of these countries are still in the initial stage. Definite plans 
have been made in Thailand for translating and printing the booklet, United 
States Flour for Export. Distribution will be made to bakeries, importers, hos- 
pitals, schools, and health authorities. While Thailand is a surplus rice- 
producing country, the use of wheat flour is expanding. A few modern bakeries 
have been built which manufacture cakes and pastries, primarily from soft- 
wheat flour milled in the Pacific Northwest. An advertising agency has been 
engaged to recommend activities to create interest in the use of flour in Thailand. 

On June 24, 1957, the league and the federation signed a Far Hast area 
project involving seven countries: Japan, Taiwan, Thailand, Burma, Indonesia, 
India, and Pakistan. A representative of the Foreign Agricultural Service and 
I will leave about the middle of August, join Joe Spiruta in Japan, and continue 
on to develop specific projects in all of these countries. 

To broaden the base of support, the league is subcontracting the Japanese 
school-lunch project to the Washington Association of Wheat Growers. This 
association will also be responsible for the visit of a Korean delegation which 
should arrive shortly in the Pacific Northwest. Another project is pending with 
the Foreign Agricultural Service for promotion of Bulgour-type wheat in Korea. 
Attachment No. 1 is a table outlining project expenses. The total foreign cur- 
rency cost of all league projects is $874,333. Six of these projects have been 
completed. Others continue for about 2 more years. The league is obligated 
to put up a minimum of $65,052. Local associations in foreign countries are 
contributing $134,332. The total funds involved then, under the league program, 
equal $1,073,717. 

To illustrate the market development projects which have been described, I 
have included a copy of the back page of five issues of the league’s quarterly 
newsletter, the Wheat Field. As you have time, I believe you will find it 
interesting to look at these pictures and read the cut lines. 

The wheat market development projects have not been underway long enough 
for a judgment to be made on their effectiveness in expanding markets. In 
Japan, however, the evidence is encouraging. Before the war, the average per 
capita consumption of rice was 330 pounds. Today, it has declined to 264 pounds. 
In contrast, consumption of wheat before the war was only 30 pounds, while at 
present, in urban areas, it has increased to over 90 pounds. Rice is still the 
primary food but consumption of wheat has increased 300 percent during the 
past 12 years. 
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In concluding this report, I want to emphasize the importance of the 480 
program to our Nation’s wheatgrowers. There are unlimited opportunities for 
market development projects with local currency in foreign countries. These 
funds make possible a unique cooperative effort between agriculture, industry, 
and government. The tremendous export movement during this past year hag 
been no freak of the market. In countries of underconsumption, millions of 
people for the first time have had the money to buy wheat and other foods which 
they need. Public Law 480 has been referred to as a temporary program, but 
why should this be the case when it is a program that works? May I suggest to 
this committee that serious consideration be given to development of a perma- 
nent program incorporating the features of Public Law 480, which make it 
possible to sell United States agricultural commodities to people who need them, 

I wish to thank you Mr. Chairman, for inviting me to appear on behalf of the 
Oregon Wheat Growers League, and to you other members of the committee 
for listening to our testimony. 
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1. Osaka fair, Apr. 9, 1956 to Apr. 22, 1956*___________- $5, 000 $920 }_____- : $5, 920 
2. Kitchen buses, May 18, 1956 to Nov. 30, 1957. -___- 145,622 | 13,000 | $22, 000 180, 622 
3. Educational materials, May 18, 1956 to May 18, 

WE adcmat Feud 11, 447 600 3, 255 15, 302 
4, Bakers school, May 25, 1956 to Sept. 30, 1957__ | 108, 210 8, 000 | 36, 380 152, 590 
5. Training extension agents, May 25, 1956 to May | 

EE i cb etie Shae - wpeet lie giek bd ah aba ine 61, 539 | 5, 000 | 10, 420 76, 959 
6. United States wheat cup, July 25, 1956*_______- Desc washes otc ‘ I Races ceceecart 152 
7. Japanese mission to United States, Aug. 12, 1956, 

SeeMamn SG AMM cs moet te le ot tin 7, 507 608 ita 11, 687 
8. Southeast Asia conference, Aug. "25, 1956 to Aug. | 

aka ES en elie rece agg oP = legen eal 3 Rape 3, 000 | 200 | 300 3, 500 
9. United States mission to Japan and South Korea, 

Apr. 27, 1957 to May 20, 1957*___- 6, 988 | een 7, 888 
10, Advertising and promotion, Mar. 18, 1957 to Mar. 

SEE =. sonenacsudet. dates cacttomebanscata 204,000 | 10, 500 26, 700 241, 200 
11. Administration expense, Mar. 18, 1957 to Mar. 18, | 

SS obi catidsabhind ab SiaSt eS othe dd wad 37, 163 | OG Bicsnccccmes 39, 663 
12. School lunch, Mer. 18, 1957 to Mar. 18, aia 118, 604 | 7,000 | 22, 273 147, 877 
13. United States flour brochure (10,000 — Meet 

1, 1957 to May 30, 1957* ot 4, 500 SW fidence dae 4. 800 
14. Bulgour promotion, Apr. 22 to 29, 1957*_..........-- 1, 253 | 500 11, 666 13, 419 
15. Tokyo fair, May 5 to 19, 1957*......-.......-.---- ‘ 5, 500 UT, Dasccnciointi cia ctenat 6, 100 
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1 Approximate. 
*Projects or activities which have been concluded. 
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Mr. Baum. Then I would like to highlight it for you, sir, since it 
is a bit long to read as is. 

Senator Humrpnrey. Go right ahead; that would be very helpful. 

Mr. Baum. The Oregon Wheat Growers League has osia organ- 
ized for about 30 years and we soon found that it was impossible to 
carry out projects and programs without any money, so in 1947, 
we requested a State wheat commission be formed. It was passed 
through our legislature and for the past 10 years, we have been pay- 
ing a half cent a bushel on all the wheat which is sold into com- 
mercial channels in our State. We raise around $100,000 a year and 
that money can then be used for research, public relations, or pro- 
motion to find new markets or new uses for wheat and wheat prod- 
ucts. 

Now, the wheat commission, as such, has been working since that 
time and we soon found the importance to the Pacific Northwest of 
the export market. Situated where we are, with freight rates being 
as high as they are, we are almost separated by another ocean from 
our population centers here back East, so in the past years since 
World War II, 68 percent of the region’s production has gone into 
export compared to 34 percent for the rest of the United States, and 
we estimate that we need to export at least two-thirds of the wheat 
which we produce from the Pacific Northwest or at least move it out 
of our State and the region which includes Washington and Northern 
Idaho. 

In 1949, the administrator of the Oregon Wheat Commission was 
a member of a 3-man Government team which went to Asia and 
spent about 4 months investigating market ye gee ewe Then in 
1952, we laid the foundation for a market development program when 
we started with the Millers’ National Federation, a project at the 
Women’s Christian College at Madras, India, that was a nutrition 
extension program in an area where people had traditionally eaten 
rice with little else and were suffering from malnutrition. 

That is in the rice eating area of India and we found people so 
ignorant in those areas, they tried to eat wheat as rice during periods 
of famine, when it was available to them. They became ill and 
refused to eat it even though they were on the verge of starvation. 

So there is a problem of education in rice-eating areas for using 
wheat or other cereals. The Women’s Christian College has pre- 

ared a booklet of wheat recipes and the director of agriculture 
in the State of Madras, told me personally that the work of the col- 
lege had been so effective, that the people in his state have now ac- 
cepted wheat foods as a supplement to rice. 

Senator Humpnrey. Are you familiar with this parboiled type of 
wheat ¢ 

Mr. Baum. Yes, sir, I come to that later in my statement. They 
have experimented at Madras with Bulgour-type wheat and we have 
sent them several bags and these recipes include bulgur-type wheat. 

Senator Humenrey. I have been interested in that for quite some 
time and different companies have come to me with their preparation. 
Of course, in the Middle East, bulgur-type wheat is readily usable? 

Mr. Baum. Yes, sir, that is right. 

We were very pleased when Congress passed Public Law 480. We 
knew one of the major obstacles to the trade had been a shortage of 
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dollars. No sooner was the law signed, than Eral Pollock, Grain 
Marketing Specialist for the Foreign Agricultural Service, Gordon 
Boals, Director of Exports for the Millers’ Federation and I took 
about a 3-month trip through 8 countries in Asia to determine what 
could be done with Public Law 480, once this was available. 

We found Japan offered the greatest opportunity of any one of 
the countries and there are several reasons for that. One of them is 
that following the war, the Japanese Government adopted an official 
policy to encourage increased consumption of wheat foods for two 
reasons: First, the economic reason that rice costs about twice what 
wheat did on the world market; ; second, the Japanese nutritionists had 
found that adding wheat foods to the diet improved the level of nutri- 
tion, so we had a favorable Government policy. 

We also had a situation where the country could not produce the 
food which they needed and were going to have to import about 4 
million metric tons of food grain e: ach year at least for the next decade. 
And, they had been in a dollar market also, and have funds and have 
the trade with foreign countries and the United States to where they 
have the dollars available. 

The problem in Japan was similar to the problem in most Asiatic 
countries, an overdependence on rice. While bread has been baked 
in Japan on a small scale for at least 100 years, in many communities, 
bread is not available and there are no bakeries and the transporti tion 
is often very inadequate from baking centers such as Tokyo. Many 
people in Japan are not familiar with bread or wheat products. 

Senator Humrnrey. They do not even have a form of bread like 
most countries have, a bread of some kind? You know, maybe a flat 
bread or hard bread, but it is a type of bread? Do they not have 
that ? 

Mr. Baum. Senator, most of the bread which I have seen has been 
the standard-bakery type of bread and I have not seen the flat loaves 
or the like that you see in Europe or some other places. 

Senator Humrpnrey. I was just interested. 

Mr. Baum. In Ceylon, I have seen the bread that is baked in their 
small ovens which is just put out and is not a pan loaf and makes a 
more flat loaf, but I have not seen that in Japan. 

I would like to briefly view for you the projects which we have 
underway in Japan, starting with the Osaka Trade Fair in 1956. 

Senator Humpnurey. These are projects that you and your associa- 
tion are paying for, right? 

Mr. Baum. We have contracted with the Foreign Agriculture Serv- 
ice for local currency for these projects. 

Senator Humpnrey. You make a contribution to these yourself? 

Mr. Baum. We put up at least 5 percent. 

Senator Humenrey. All right, sir. 

Mr. Baum. We started with the Osaka Trade Fair in 1956. This 
proved to be a very popular exhibit. Three Japanese bakers pre- 
pared cake mixes, scones, rolls, sweet breads, and other specialty prod- 
ucts, and the pressure became so great when giving away samples, that 
they had to bring in 100 Japanese police on one day to control the 
crowd. 


Senator Humpurey. A good old American custom. 
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Mr. Baum. That raised a question of giving away samples at trade 
fairs. 

Senator Humpurey. I want to ask Mr. Fraser, while he is here, 
are we going to permit our American agricultural processors and 
implement dealers, and so forth, to participate in this Moscow Trade 
Fair that is coming up next year? 

Mr. Fraser. This has been discussed. I do not know what the 
final decision has been. 

Senator Humenrey. I was interested in it a year or so ago. We 
had it set and then we got angry with each other. Things were sort 
of broken off over the Hungarian situation. I just wondered whether 
or not we were now going to try to put that trade fair back. The 
Russians have offered us all of Gorki Park, a tremendous area. 

It just seems to me, if you are really angry at the Russians, one 
of the best ways to show them how angry we are is to take over a lot 
of American products and let the people see them. 

Mr. Fraser. The only comment on that I can make, sir, we are de- 
veloping foreign markets for the United States and putting on a fair 
in Moscow would not help that purpose. 

Senator Humpurey. You never can tell. Don’t we sell anything 
to Russia ? 

Mr. Fraser. Very little, sir. 

Senator Humpurey. We buy some from her; do we not? 

Mr. Fraser. Some. 

Senator Humrnurey. There might be a day we will sell her some- 
thing. 

Mr. Fraser. That is possible. 

Senator Humpnurey. Plus the fact, if it took the Japanese police 
to control the crowd—where was this? 

Mr. Baum. Osaka Trade Fair. 

Senator Humpnurey. I imagine if we were really doing as good as 
we can do at some of our country fairs and State fairs in the United 
States with some of our exhibits, those Russians might get a little out 
of hand, too, if we put on a real good show. 

Mr. Fraser. I might say, sir, in Barcelona, we won the two first 
prizes for the best exhibits. 

Senator Humpurey. That is what I mean. 

Mr. Fraser. My point is this: the Moscow Trade Fair comes under 
the general trade-fair program’ and not the agricultural trade-fair 
program. 

Senator Humrurey. But you are a consultant; are you not? 

Mr. Fraser. Very definitely. 

Senator Humpurey. What is your recommendation ? 

Mr. Fraser. Our feeling is that if the Government decided for 
reasons of foreign policy that it would be worthwhile going in there, 
that it might be useful to exhibit some of our highly processed food 
products, but we do not consider that as a market for develonment. 

Senator Humerurey. All of this is tied together. This is one of 
the problems we have of competing with the Soviets. They have a 
totalitarian idea that everything is related to the other, and we have 
a system here even where our Government departments, sometimes 
you get a department in here and they might just as well be talking 
to the man in the moon as to talk to the other department, just totally 
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unrelated and I just wondered whether you are interested in the for- 
eign policy of the country in the Department of Agriculture? 

Mr. Fraser. Very definitely. 

Senator Humrurey. I just wondered, have you made a recom- 
mendation for participation ? 

Mr. Fraser. It is quite possible that a supermarket would be an 
excellent exhibit at the Moscow Fair. 

Senator Humrurey. Have you recommended such a thing? 

Mr. Fraser. It has been discussed and I do not recall exactly how 
the thing stands at the moment. So far as the Department of Agri- 
culture is concerned, we have recommended such an exhibit as being 
worthwhile, if in our general foreign policy interest it is decided to 
go into the fair. 

Senator Neusercer. I should say for the record, Mr. Fraser is 
very familiar with this because he hails from Oregon and, in fact, 
one of our greatest Oregon wheat-producing counties. Sherman 
County, is that not correct ? 

Mr. Fraser. Yes, sir. 

Senator Neupercer. So he has some familiarity. 

I might add on my own, not implicating Mr. Fraser, Mr. Chairman, 
it might be better if we use a little clean wheat on our Russian friends 
rather than clean bombs. 

Senator Humpnrey. I am for that. 

(Discussion off the record.) 

Mr. Baum. Mr. Senator, we also were responsible for the grain 
exhibit at the Tokyo Trade Fair just held this May and before com- 
pleting my remarks on trade fairs, I would like to suggest that con- 
sideration should be given to establish permanent United States agri- 
cultural trade centers in such important world markets as Tokyo. 

Senator Humpnrey. Exactly. 

Mr. Baum. And in effect, centers would be permanent exhibits simi- 
lar to exhibits which are temporary at trade fairs. 

Senator Humpurey. Would it not be possible, when you build a 
facility for a trade fair, it could be later converted into a permanent 
facility for the purposes of a permanent exhibit ? 

Mr. Baum. I think it definitely could be done that way. 

Senator Humrurey. It might be saving us some money in the long 
run. 

Mr. Baum. Our second project, which has been very successful, is 
the construction and operation of eight kitchen demonstration buses 
which travel throughout Japan. Three nutritionists manage the 
buses and show the housewife how to prepare nutritious meals which 
include wheat foods. Since the project started, these eight buses have 
traveled 73,291 kilometers and have put on 2,514 demonstrations be- 
fore about 258,967 homemakers. 

I would like to read a letter which one of the Japanese ladies wrote 
to the Mainichi newspaper on May 15 of this year: 

The “kitchen car” has visited us. This gleaming large body, kneading its way 
along the green fields and hills, playing gay melodies—drew up by the road- 
side. The rear window opened, the top part becoming a mirror, and the lower 
part a gas cooking range. Like magic, an attractive kitchen is there. Women 
and children from the neighborhood scurry to the place. Two young lady nutri- 


tionists in clean white coats and their hair covered up in white cloth were 
preparing vegetables and flour in an expert manner, with a touch of humor. 
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Teaching us the importance of one meal a day being of flour, that protein con- 
tent foods should be accompanied with vegetables, and the nourishing content 
of dark-colored vegetables, the correct combinations of foods—these things were 
already known to us, and yet they were explained to us in a scientific way. It 
was brought so close to us, by this demonstration right before our eyes, made 
us realize health condition is the result of such simple things. 

The materials they used were such that one could find in any shop around the 
corner, like fish meat sausage, whale meat, lamen (noodles), and the recipes that 
we would put into immediate use. While we were happily looking on, in no time 
these were finished ; for example, a dish of Chinese noodles, attractively garnished 
with chopped egg, ginger, string beans—sandwiches made with whalemeat, apple, 
and peanut butter dressing. These foods were divided among us and we all 
enjoyed the taste. What an up-to-date and splendid idea is the kitchen car. 


I thought that was quite an interesting reaction from a Japanese 
lady and that she should take the trouble to write in a letter to one 
of their leading newspapers. 

I would like to include as exhibit A, for the committee, one of the 
popular magazines. This has been covered in newspaper and maga- 
zine articles unsolicited. Every place the kitchen buses have gone, 
they have received this publicity and this is an example of the maga- 
zine publicity. Here is an example [indicating] of newspaper pub- 
licity and this is a photographic [indicating] record of the dedication 
of the eight kitchen buses when the project was first started. 

Senator Humpnrey. Are you going to leave those with us for com- 
mittee purposes ? 

Mr. Baum. Yes, I am. 

Senator Humpurey. Thank you very much. 

Mr. Baum. The third project is preparation of nutritional educa- 
tional materials and in the last quarter, over 300,000 pieces of litera- 
ture were distributed. Exhibit B [indicating] here is a little pam- 

hlet which emphasizes a balanced diet the way they do in the United 
States and instead of 7 basic foods, they have 5, and they have sand- 
wiches and noodles, and macaroni as part of the Japanese balanced 
diet. So here is a little pamphlet, and here is a large poster-type piece 
of information. These are posted around any place that the public 
can get. 

The Japanese are very clever at art work and they do an excellent 
job of this type of thing. 

Senator Neupercer. I might add, for your information and mine, 
Mr. Chairman, and I do not know whether Senator Scott comes into 
this or not, but in speaking of diet, I think that wheat is free of choles- 
terol, also safe for both your diet and mine. 

Senator Humenrey. Thank you. 

Senator Neusercer. I regret I cannot say the same thing for all the 
dairy products in your great State. 

Senator Humpurey. We are looking into that now. 

Senator Neusercer. And the dairy products raised on the farm that 
is operated by Mrs. Neuberger’s family. I am constantly reminded 
of my cholesterol diet when T visit their dairy farm. 

Mr. Baum. Our fourth project involves training Japanese bakers. 
Since they have not had bakeries widespread throughout the country, 
we set up a bakery training center in Tokyo. They have had a class 
every 3 months and from 30 to 40 bakers at each class and these men 
are selected very carefully from 46 prefectures. 

When they return to their home prefectures, they in turn conduct 
classes and it is estimated in June classes were held at 200 locations 
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over the country with approximately 10,000 students in attendance, 
One additional class of bakers is scheduled under the present project. 

We have a project to train home improvement extension workers 
comparable to our home demonstration agents to work in rural areas 
because generally speaking, the farmers are the poorest fed portion 
of the nation because they try to sell as much as possible from their 
tiny 2- and 3-acre farms. They have barely enough food to get by. 

1 think the best example is that in rural reas, consumption of wheat 
food was only about 814 percent compared to 35 percent for the Tokyo 
adult. 

Then I drop down to a special activity, the Oregon Wheat League 
sponsored a golf award for the American golf tournament of the 
Japanese Grain Importers Association. That is a permanent rotating 
trophy known as the American Wheat Cup. This is not financed in 
any way with local currency, since it is not exactly in a classification 
of a project, but since the Australian and Canadian Wheat Boards 
had put up cups, we were almost forced to do likewise and were actually 
representing the entire United States in that effect. 

One of the best methods we have found for using market develop- 
ment funds is the exchange of personnel. On August 12, 1956, we 
brought a 5-man delegation of top Japanese Government officials and 
industry representatives to the United States for about 5 weeks. This 
included the Parliamentary Vice Minister of Agriculture and Fores- 
try. Before returning to Tokyo, the head of the delegation expressed 
appreciation to the league and the Foreign Agricultural Service for 
sponsoring this visit which had allowed these key officials to obtain 
a much better understanding of the wheat industry in the United 
States. 

We followed up this visit of the Japanese with a 4-man group from 
the Pacific Northwest, which just recently returned from Japan and 
South Korea. They were there in May and the last part of April and 
spent about 2 weeks in Japan and about 1 week in South Korea. They 
proved very effective. The group included the president of the league, 
a representative from the Washington Association of Wheat Growers, 
a representative from the Idaho association, and the director of the 
Portland Regional Office of the Commodity Stabilization Service. 

We also invited Dr. Oiso to the United States last December. He 
is head of the Nutrition Section of the Ministry of Health and Wel- 
fare for the Japanese Government, and probably the best friend we 
have in Japan for increasing consumption of wheat foods. 

We financed a nutrition conference display with local currency 
during the Fourth Nutrition Conference of the South and East Asia 
held in Tokyo September 25, 1956. This conference was sponsored 
by FAO and WHO and the $3,000 was used to construct a nutrition 
exhibit which featured cooking demonstrations of doughnuts, dis- 
play of wheat cultivation, and display of bulgour wheat. 

Now, exhibit D is a picture story of that exhibition which was pre- 
pared. 

Senator Humpuerry. Very fine; thank you. 

Mr. Baum. I skipped over exhibit C, which is also a pictorial record 
of the training classes for the home demonstration agents. 

Now, we also transmitted and printed 10,000 copies of the brochure, 
United States Flour for Export, and that was distributed in Japan. 
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Here, again, we got back many letters in relation to it. One letter 
I would like to read. It is to the wheat league in Japan. It says: 

This is to congratulate you on the establishment of a contact office for two 
American wheat organizations. Today we received three of your pamphlets 
through our local association, and are amazed at the high level and conscien- 
tiousness of your diligent advertising and are filled with respect. 

The strictness of standards in quality and price are especially pleasing. In 
this we feel a personal satisfaction. We are holding a general meeting on the 
9th and will exhibit this pamphlet to all our members. 

We wish you success in your establishment. 


This is signed by “Hohei Kimura, Chief, Niigata Prefecture Noodle 
League, Namikimac ‘hi, Niigatashi.” 

A copy of this booklet is submitted as exhibit E, and the Japanese 
version, and then for you who do not read Japanese, we have an 
American translation. 

Mr. Chairman, you mentioned the bulgour-type wheat. We have 
been working on this product for several years and it is a wheat 
which has been cooked, dried very hard and cracked, and retains the 
nutritional qualities closely associated with whole wheat but keeps 
better since most of the moisture has been removed. 

A mill on the Pacifie coast is manufacturing this product under 
the trade name of Ala. We have helped them to try to introduce it 
into Japan and Korea. Korea is importing 1,200 tons of the product 
in July and August of this year. 

The Japanese competitors, primarily the barley people, have blocked 
the introduction of it into Japan in any quantity up to this point. A 
token shipment of 100 tons was introduced into Hokkaido, April 22 
to 29, since they had a short rice crop up there and some of the Japa- 
nese nutritional leaders paid for it and imported it themselves. The 
reaction of the people appears to be such that if the Japanese Govern- 
ment would let it be imported, it would be readily accepted. 

Now, that completes the description of the first set of projects, 
which we had under the first agreement which we signed with the 
Foreign Agriculture Service. 

We have signed an additional agreement on March 18, 1957, for 
additional programs, which include ¢ the expansion of the school lunch 
program in Japan. There are 12 million primary-school children in 
Japan. About 6 million receive a complete school lunch and 1 million 
receive milk only. The remaining 5 million children who do not 
participate are mostly the children of farmers. School lunch meals 
include a hot dish, a bowl of powdered milk, and a large wheat roll. 

Many Japanese leaders have told us that school lunches had more 
effect on increasing consumption of wheat foods, in their opinion, than 
any other single activ ity and we agree with that. We are attempting 
to expand school lunches to the other 500 ,000 primary-school children. 

Senator Humrnrey. Is the Government cooperative in that ? 

Mr. Baum. The Japanese Government ? 

Senator Humpnrey. Yes. 

Mr. Baum. Yes, sir. ‘They have a school lunch system quite com- 
parable which is financed by the Federal portion and local govern- 
mental agencies put up some money and then the families are expected 
to put up money, too. But in schools where a youngster has no 
money, his parents cannot afford to put up the few cents a day that 
would be the family’s contribution, they are furnishing free meals. 
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But, there is a problem of the Japanese Government putting up funds 
to expand school lunches and equip the schools. That is probably the 
bottleneck right now. 

Senator Humrurey. That was one of our bottlenecks here, you 
know, for quite a while. 

Mr. Baum. This is actually a wheat and dairy project because it 
includes dry milk and that particular project they hope to extend to 
500,000 primary-school children, which would mean immediately an 
increase of 10,000 metric tons of wheat flour and 2,000 metric tons of 
skim milk. 

I think I ought to mention that the reason we concentrated on the 
Japanese market is because Japan is so important to us and for the 
past 2 years has imported over 40 million bushels of wheat a year 
from the Pacific Northwest and that is over half of what we have 
available for sale. For that reason, you can see why this is such an 
important market and it just makes sense to us to try to service that 
customer. 

We have projects started in South Korea and Thailand with the 
Millers’ National Federation just getting underway and I do not 
think I need to take thime here to go into those. 

We recently signed, on June 24, with the federation and the For- 
eign Agriculture Service, an area program involving 7 countries 
in southeast Asia, and a representative of the Foreign Agricultural 
Service, our Far East representative and myself, plan to leave about 
the middle of next month and spend about 6 weeks developing specific 
projects in those 7 countries. 

We are subcontracting some of our programs to the Washington 
Association of Wheat Growers to broaden the base of participation in 
the Pacific Northwest region. 

I have attached as table 1, an outline of all of the league’s projects, 
amount of money in foreign currency from Foreign Agricultural 
Service, the amount of money we are putting up in dollars and, at this 
point, the total foreign currency cost for all 8 projects is $874,333. 
Six of these projects have been areas The others continue for 2 
more years. 

The league is obligated to put up a minimum of $65,052. The 
local association and foreign countries are officially contributing 
$134,332, although unofficially they are contributing at least another 
$150,000 in yen, ‘and this makes a total then of $1,073, 717, if you add 
in United States dollars along with the FAS foreign currency and the 
foreign currency put up by ‘the local associations in these countries. 

Attached to this report are five pages from our quarterly news- 
letters. These are the back pages from five issues which have been 
run through a copy machine and merely are included for reference in 
case members of the committee would like to look at the pictures and 
read the cut lines which illustrate various activities. 

Senator Humpurey. We will include in the record the charts and 
the tables that you have represented here in the printed record. I 
believe we will just include the copies of stories and pictures from 
your publication by reference. 

Mr. Baum. I would like to conclude by saying, sir, that the wheat- 
market development projects have not been underway long enough 
for a judgment to be made on the effect in expanding markets in Japan. 
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The evidence is encouraging. Before the war, the average per-capita 

consumption of rice was 330 pounds. Today it has declined to 264 

pounds. In contrast, consumption of wheat before the war was only 

30 pounds, while at present, in urban areas, it has increased to over 90 
ounds. 


While rice is still the primary food, consumption of wheat has in- 
creased about 300 percent. 

In concluding, I want to emphasize the importance of the 480 pro- 
gram to our Nation’s wheatgrowers. We feel that there are unlim- 
ited opportunities for marked development projects with local cur- 
rency in foreign countries. These funds make possible a unique co- 
operative effort between agriculture, industry, and Government. The 
tremendous export movement during this past year has been no freak 
of the market. In countries of underconsumption, millions of people 
for the first time have had the money to buy wheat and other foods 
which they need. 

Public Law 480 has been referred to as a temporary program, but 
why should this be the case when it is a program that works? 

Senator Humrurey. I am very happy to hear you say that. Every 
time we get a program around here that does not work, we make it 
— When we get one that works, they say we ought to stop 
that. 

Mr. Baum. May I suggest to this committee that serious considera- 
tion be given to development of a permanent program incorporating 
the features of Public Law 480, which makes it possible to sell United 
States agricultural commodities to people who need them. 

I wish to thank you, Mr. Chairman and other members of the com- 
mittee. 

Senator Humpnurey. I wish to thank you very much. This isa very 
graphic and pictorial description of some well-designed and well- 
operated projects, and I think it is reassuring to know what you people 


have done in Oregon in your organization and very reassuring to have 
you so active in it. 


Mr. Baum. Thank you. 

Senator Humrnurey. The cooperation is apparently very good with 
the Department ? 

Mr. Baum. Yes, sir. 

Senator Humpnrey. Makes one feel good. I wish the Department 
would have the willingness to come in here and recommend this pro- 
gram for longer than 1 year. 

Mr. Baum. Well, we would recommend that, too. 

Senator Humpurey. Because so far as I have been able to ascer- 
tain, we are going to have some surpluses of wheat and dairy products 
and cereal grains, other cereal grains, feed grains, for quite a while, 
and it seems to me just being plain darn foolish going around pre- 
tending it is not going to happen. It is like the fellow living in the 
desert who says, “I doubt that it is going to be dry tomorrow.” 

This program must be brought to be on at least a longer basis than 
just 1 year for its authorization so people can plan. If you knew it 
was not going to be for more than 1 year, you would not be doing 
quite so much work ? 

Mr. Baum. It would be very difficult, Senator, to justify hiring the 
men and establishing an office full time in Tokyo, which we have 
done if we knew we were only going to be there 1 year. 
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Senator Humpurey. Also rather difficult to justify the number of 
people in the Department of Agriculture working on this if it was 
just going to be for 1 year. 

Mr. Baum. Yes. 

Senator Humrnurey. I think we might remind them of that. 

Senator Nevpercer. Mr. Chairman, let me thank you for your cour- 
tesy, and Senator Scott, for his also, in hearing Mr. Baum. I think 
you can understand now why we in our State are really very proud 
of the resourcefulness and initiative that the Oregon Wheat Growers 
League has shown in this program. 

Senator Humpurey. It is amazing and just wonderful and I want 
to commend you very, very much. Someday, Senator, I hope that 
you will make a short statement to the Senate on this. I would like 
to join with you just to give the American people a little better idea 
of the kind of resourcefulness that is being demonstrated here by 
some of our private groups in cooperation with Government. 

Why in the name of commonsense the Government does not tell 
us more about these things is beyond me. I’m a reasonably alert per- 
son. I never heard about this before, you know. All we ever hear 
about is these surpluses. We have professional bellyachers, you know, 
who worry about surpluses, rather than worrying about how they 
can use them. 

Thank you. 

Senator Neupercer. I not only intend to do that, I would be honored 
if I can let you know in advance. 

Senator Humpnrey. I want to do it with you. 
All right, Mr. Mortimer. 


STATEMENT OF RICHARD B. MORTIMER, PRESIDENT, NATIONAL 
RENDERERS ASSOCIATION, LOS ANGELES, CALIF. 


Mr. Mortrmer. Mr. Chairman, I would like to make a statement 
for the record. 

Senator Humpurey. Mr. Mortimer, you are the President of the 
National Renderers Association ? 

Mr. Mortimer. That is right, sir. 

Senator Humpnrey. What is your home address? 

Mr. Mortimer. My home address is in Los Angeles, Calif. 

Senator Humrpurey. Thank you, sir. 

Mr. Mortimer. Incidentally, the National Renderers Association 
composes some 95 percent of all of the independent renderers in the 
United States. The rendering industry, of course, is the rendering 
of tallow from meat byproducts. 

Senator Humrnrey. How many firms do you have? 

Mr. Mortimer. We have about 235. 

Senator Humpnrey. Did you say 235? 

Mr. Mortimer. About 235, most all of which are rather small. I 
believe there is probably less than 25 who hire over 100 employees. 
It is rather a group of small businesses. In many cases, they are 
handed down from father to son and father to son. 

We have just recently started a research program of our own. Just 
last year, our first program in Japan was for the purpose of surveying 
the market to see if we could improve it and simultaneously, to see 
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if we could eliminate some of the difficulties which were arising over 
there. 

One of the facets of Public Law 480, which I do not believe has 
been discussed—I am sure you are familiar with it—is the opportunity 
to train American agricultural industries. By that I mean businesses 
associated with the production of agricultural products in the field 
of foreign trade. You know and I know that this country of our has 
gone through a transition stage from an importing to an exporting 
nation. Furthermore, in order to compete with nations who have 
historically imported, we are going to have to train our people so they 
can compete with them on something of an equal footing. 

That 1s why the Dutch, as you mentioned before, slipped right in 
under our nose in India and took 16 versus 4; while we lost from 16 
down to 4 flights a day because we did not have the experience. 

With this particular angle from Public Law 480, we are training 
people in the Wheat League and rendering industry and Cotton 
Council and all of the others to get in and meet and cope with the 
problems of export. It is the only way we have ever had to do with 
it, one of the finest educational programs we have had. 

Senator Humpnurey. Do you think this program ought to be brought 
to an end this year? 

Mr. Mortimer. Do you think the world is going to come to an end 
tomorrow ? 

Senator Humpnrey. I don’t. 

Mr. Mortimer. I don’t either, sir. I assure you, Senator, that this 
is in no way meant to be a facetious remark. The point I desire to 
bring out by using this remark is that if Public Law 480 were termi- 
nated or even substantially reduced, it would actually mean the end 
of the business world for a great number of our members. We had 
an extremely sad experience in the early 1950’s when the price of 
tallow was down to 314 cents, and lower. This same situation could 
conceivably recur if the synthetic detergents are as successful in tak- 
ing over the granulated-soap market in Europe as they have been in 
the United States. With all of the activity by the very large com- 
panies in Europe in connection with new synthetic detergent plants, 
it behooves all of us to use every device available for the improvement 
of our business. Basic research under Public Law 480, and also some 
assistance by our own utilization research laboratories in our own 
country, are absolutely vital for our survival. 

Senator Humpnrey. I am anixous to have you industry people speak 
up about this program because I would not say there is any move 
on to have it end, but there is not any move to really encourage it 
to live very long. Everybody talks about it being a temporary pro- 
gram. I have never heard any program ever advanced in my lifetime 
that was not an emergency program, including raising the postage 
rates. That was an emergency, but it stays on for 25 years. 

Mr. Mortimer. Well, to really specifically answer your question, we 
maintain that the program should be a permanent one. There is 
one specific reason. In 1952, which was only 5 years ago, tallow was 
selling in the neighborhood of 314 cents a pound. We lost some 25 
members in 1 year from bankruptcy. They cannot live at this price. 

We started a very small, very modest research program which 
developed the use of fat in poultry feed and that plus the demand, 
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exportwise for tallow, has pulled us out of the hole. Tallow is selling 
now in the neighborhood of 714 cents. 

Senator Humpurey. Have we exported some of this under Public 
Law 480? 

Mr. Mortimer. A tremendous amount. 

Senator Humpnrey. It has been very helpful to your industry? 

Mr. Mortimer. Very much so. As a matter of fact, as of today, 
some 50 to 55 percent of our entire production of tallow is exported, 
The reason why we would like to see this program permanent is be- 
cause the big soap companies are establishing in Europe additional 
synthetic detergent plants which undoubtedly will make a big inroad 
into wash soaps, and so forth, into Europe. They could conceivably 
reduce the quantity of tallow which we are shipping overseas in that 
direction. 

Without some research, which could be very nicely conducted under 
Public Law 480, let’s say in Germany and possibly in Japan, research 
on new commercial products from tallow, similar to the work we are 
doing at the Eastern Utilization Branch in Philadelphia, we would 
face a rather dreary situation in 5 years. 

We have not the money in our small association and our small 
businesses to pay too much for research, but we are putting in now 
nearly $100,000 a year, which considering nothing 5 years ago, is a 
pretty good step. 

Senator Humenurey. That is right. 

Mr. Mortimer. Now, if we can get some help and get some projects 
going in Italy and in Germany—I mention Canaan because prior 
to the war, the German people had made more progress on_research 
into animal fats and oils than any other nation in the world. If we 
could get something going there and perhaps utilize some of the ex- 
cellent facilities which we saw in Japan last year for basic research, 
we could help those people use our tallow and produce items which 
they in turn could sell for perhaps 3 times the price of tallow and 
perhaps sell back to us. It would be a beautiful circuit. 

We have a terrific shortage here in this country of scientists. We 
have the equipment but not the personnel. 

The other point on my report, Mr. Fraser took care of. 

The next and final point, I am going to make this rather short be- 
cause of your time, is the specific project which we had in Japan last 
year. As I mentioned, it was to survey the market but I want to tell 
you that we went over there, sir, as Americans. We realized that we 
were guests in Japan and we behaved accordingly. 

We told our attaché that we were there to work and we did. We 
visited every major soap plant in Japan from Osaka to and includin 
Tokyo. We went through the laboratories; we visited the shops, an 
we found several faults in their methods of sampling and analysis 
and we did not take a club and hit these Japanese businessmen over 
the head and say, “You cannot do it that way.” 

They had American Oil Chemists Society manuals. So, we asked 
that they would take duplicate samples and then analyze them our 
way. After about 3 times, finding that our records came out right 
according to contract, we suggested that rather than do it both ways, 
why do you not try our way for a while. 
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They did it. Another thing we did was not to say that you are 
wrong on all of the claims that were being made. We showed them 
one error, but we did see that going back to my first statement, our 
people were unfamiliar with export practices and they had been 
making mistakes, that is our people, and when we saw mistakes, we 
owned up to them and the stature of our association and our country 
rose inestimably in the opinion of the Japanese. 

They bowed and they scraped and said, “Thank you very much.” 
I said, “We would be glad to help you with your claims.” “Oh, we 
are so happy,” they said. “We won’t make a claim.” 

That has resulted in an average of almost two letters a week to my 
office since returning on September 10. About 3 months ago, a letter 
from one of the big exporters put a very knotty problem in my hands, 
authorizing me to settle it. f am very happy to tell you that last 
week, the American exporter in New York finally consented and 
authorized me to settle on his behalf. 

This has been going on since the shipment left the Northwest, the 
day before we left Tokyo. The matter will now be settled, to the 
satisfaction of both parties. Incidentally, we have had no claims since 
returning home and telling our trade people what we saw. This was 
assisted by my own 16 willnetee colored movies, which I took, of our 
entire trip and showed to our producers and exporters. In 1 or 2 
cases, it made their hair stand on end. 

They have changed their practices. Our people have changed their 
practices and we are very proud of it. 

Our exports to Japan, the first quarter of this year, have increased 
some 10,000 tons over the first quarter of last year. We are lookin 
forward to our new project, which has been been signed, which will 
be an educational program in Japan on the values and the uses of 
soap. 


enator Humpurey. That will come under your market develop- 
ment funds? 

Mr. Mortimer. Yes, that was just signed this month. It starts this 
fall, taking advantage of the Christmas season and then the June gift 
season next year. It looks like it is going to be a most successful 
program. 

We are enthusiastic. We want to take this opportunity of officially 
thanking the people in Foreign Agriculture Service who have been 
so cooperative with us. We have tried to cooperate with them. We 


think we have learned a little bit and we think that we are helping 
our little industry. 


Thank you, sir. 

Senator Humpnurey. Well, thank you very much for a most inter- 
esting report. 

Mr. Mortimer. Thank you. 

Senator Humpurey. I think that concludes the hearings and I 
want to also pay my tribute to the Foreign Agriculture Service for the 
fine job that they are doing. I hope they will be very convincing and 
persuasive about the extension of Public Law 480. 

(Whereupon, at 12 o’clock noon, the committee was adjourned.) 
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(Additional statement filed for the record is as follows:) 


STATEMENT Fitep By BERNHARD ROSEE, CHICAGO, ILL. 


This statement is submitted for inclusion in the record because I have been 
notified by telegram dated July 12, 1957, that I would not be able to appear and 
testify personally before the committee. This is so in spite of my numerous and 
repeated requests to so appear and testify so that I could go into the matter 
thoroughly and answer any and all questions which might be put to me. 

I am a member of the Chicago Board of Trade and have been so for a long 
period of time. In my work, I have had much experience with the national and 
international grain markets and the productivity and problems of the American 
farmer. 

I shall begin by stating that it is absolutely imperative to the preservation of 
the American economy that Public Law 480 be discontinued immediately, that all 
shipments of commodities thereunder be ceased and that its administration to 
this point be investigated thoroughly so that the persons guilty of the frauds on 
the American taxpayers hereinafter mentioned can be broughi to light. 

Let us look to what has happened under the administration of Public Law 
480. Public Law 480 provides for the shipment of “surplus agriculture com- 
modity” to a “friendly nation” under certain terms and conditions and for terms 
other than cash payment. Up to the fall of 1955, soybeans or soybean oil had 
never been placed under the coverage of Public Law 480. However, at that time, 
soybean oil was placed under the act and shipments have been made thereunder 
up to the present day. Section 106 of Public Law 480 defines “surplus agricul- 
tural commodity” as follows: 

“* * * any agricultural commodity * * * which is or maybe reasonably ex- 
pected to be in excess of domestic requirements, adequate carryover, and antici- 
pated exports for dollars, as determined by the Secretary of Agriculture.” 
[Italics added. ] 

When soybean oil was placed under Public Law 480 as a surplus agricultural 
commodity the United States Census Bureau report (of September 30, 1955) 
showed that this country had on hand 109,178,000 pounds of crude soybean 
oil, factory and warehouse stock. In normal use, 275 million to 300 million 
pounds are used per month. Thus, it can be seen that there was less than 2 
weeks’ supply on hand at the time. It is absolutely essential to the preser- 
vation of the American economy that 2 to 3 months’ supply of soybean oil be 
on hand as a reasonable earryover. This can be illustrated by the situation 
faced by the Americal farmer and consumer as to the supply of soybean oil 
when the Korean conflict broke out in 1950, and the situation in 1952 when 
a bad crop of beans forced the price of beans from $2.40 a bushel to $4.25 a 
bushel and the price of soybean meal from $60 per ton to $100 per ton. These 
situations were brought about because, at these times, we did not have the rea- 
sonable carryover necessary. 

It is thus easy to see that soybean oil could not be placed under Public Law 
480 when it was, without violating both the letter and the spirit of the law. 
Why, then, did the Department of Agriculture take this step? 

The placing of soybean oil under Public Law 480, in violaion of the provisions 
of the act made it possible for certain large processors involved to reap illegal 
profits of hundreds of millions of dollars after having previously arranged to 
see that their bidding would be done. This group owned and controlled 80 
million bushels of cash beans, and in addition, made fantastic commitments 
in the futures market for beans. It is an axiom of trading that if one is ina 
heavy cash position with respect to any commodity, he hedges not by buying 
in the futures market, but by selling short. Without advance definite informa- 
tion, the course of conduct followed by these traders would have been im- 
possible. A profit of approximately $1 a bushel was realized through this 
series of transactions. 

In the face of the position of the Department of Agriculture that soybean oil 
was in surplus supply (made in the fall of 1955), these same officials of the 
Department of Agriculture imposed upon President Eisenhower to announce 
to the American public and to the American farmer, in January or February 
of 1956, that the support price of soybeans should be raised 10 cents a bushel 
because soybean oil was then in short supply. 

It is incredible that both of these positions taken by the Department of Agri- 
culture could have been true. In either one instance or the other, they were 
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acting against the interests of America. Great harm was done to the American 
economy, not only in the shipping out of soybean oil which should not have been 
shipped out, but in the additional planting of soybeans by farmers of America 
which, if continued for a sufficient period of time, will put us in the exact posi- 
tion as to soybeans as we are presently in with regard to wheat, corn, cotton, and 
other commodities. 

The administration of Public Law 480 has been fraudulent and illegal. But, 
even more important to the preservation of the American way of life, is the 
need for the repeal or discontinuance of Public Law 480 and the cessation of all 
shipments thereunder. If we continue this giveaway program we are helping to 
fulfill the prediction of the Russian dictator that our children will be brought 
up in their kind of a society. Let us look at some of the facts as to where our 
goods are going and what results are being brought about. 

In the last 2 years, the countries of Western Europe and South America have 
had bumper crops. In spite of this, we shipped overseas in 1956: 

(a) Two hundred fifty times the amount of cottonseed oil and soybean oil 
that we shipped between 1934 and 1938; plus 

(b) 1.7 billion pounds of tallow, as compared with 34 million pounds in 
1935, 31 million pounds in 1986, 137 million pounds in 1938, and 277 million 
pounds in 1939. 

(c) 700 million pounds of lard, as compared with 97 million pounds in 
1935, 112 million pounds in 1936, 137 million pounds in 1938, and 277 million 
pounds in 1939. 

Coupled with these figures, taken from an official publication of the De- 
partment of Agriculture, it should be noted that our shipments overseas of pork 
and other meat products are substantially the same as they were in pre-World 
War II days. If these foreign countries do not need more meat, it is inconceiv- 
able that they could use the increased amounts of oil and oil products we are 
shipping. Possibly, they could use 2 or 3 times the prewar amounts, but noth- 
ing like what we are shipping. 

The conclusion, then, is inescapable. The great excess of oils being shipped, 
as compared with what is being used by the receiving countries, is being resold 
by these countries at their profit and at the expense of the American taxpayer. 
More important, the one source of sale open in is the Iron Curtain countries, 
and our enemies are, thus, receiving great amounts of strategic materials which 
may very well provide part of the economic wherewithal for a decision to turn 
the cold war into a hot one. Russia is finally receiving free of charge what we 
refused to sell it in 1954 when great public indignation stopped our sale to Rus- 
sia of our surplus butter. There appears to be more than one way to skin a cat. 

Let us now be specific and look to our Public Law 480 shipments to Yugo- 
slavia—a partner in the Communist conspiracy and a lender to Hungary of suffi- 
cient cash to put its economy on an even keel after the recent suppression of 
all liberty and freedom in that country. 

In the years 1955 and 1956, Yugoslovia received from the United States. under 
Public Law 480 over 109 million pounds of lard of a cash value of over $14 
million ; over 89,000 bushels of corn seed of a cash value of over $450,000; and 
over 66 million bushels of wheat of a cash value of more than $121 million, to- 
gether with certain other commodities. In January and February of 1957, Yugo- 
Slavia received over 6,800,000 bushels of wheat of a cash value of over $12 
million. The figures for March, April, and May of this year are not available. 

Such shipments to countries like Yugoslavia place the entire American econ- 
omy in jeopardy. Following are some of the reasons: 

1. Countries receiving such giveaways from the United States are able to 
utilize manpower, which would otherwise be necessary for the growing of crops 
for the sustenance of their population, to the making of munitions, armaments, 
and other weapons of war. 

2. Free cash markets of the world are depressed. Countries like Canada, 
Australia, Argentina, and others are not able to receive a fair cash price for 
commodities are given to their potential customers by our Department of Ag- 
riculture. This is a direct violation of the purposes and philosophy of Public 
Law 480, and is about to lose us the friendship of our ally and neighbor, Can- 
ada, whose Prime Minister has publicly charged that we are acting illegally. 

3. The tremendous sum of $60 billion which has been spent by this country 
in various ways toward combating communism is now washed down the drain, 
because large portions of the argricultural commodities shipped to foreign coun- 
tries under Public Law 480 find their way into the hands of the Communists, 
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by direct purchase or by purchase of products of the countries receiving our aid 
while those countries are using our products. 

As an example of the last point, consider only that Yugoslavia has doubled 
its exports of grain in 1956 as compared with 1955 while receiving our grain 
free. Shipments by Yugoslavia to other countries (Russia, East Germany, and 
other satellites included) of live hogs have increased tremendously and Yugo- 
slavia is able to do this only because it receives sufficient lard and other prod- 
ucts from us, at no cost, so that it is able to export at a profit its hogs which 
have a high lard content. Thus, the American taxpayer is forced to bear the 
brunt of both ends of the line and perhaps end up by losing his priceless heritage 
of liberty. 

As a final statement on the deplorable Yugoslavian situation, section 107 of 
Public Law 480 defines “friendly nation” as follows: 

“* * * any country other than (1) the U. S. S. R., or (2) any nation or area 
dominated or controlled by the foreign government or foreign organization con- 
trolling the world Communist movement.” 

By what right is Yugoslavia even included under Public Law 480? 

Because I was not called as a witness, I have only briefly outlined what I 
know to be a deplorable situation affecting the security and economy of our 
country. There is documentation available for all statements made. I urgently 
request that Public Law 480 be discontinued and that an investigation into its 
past administration be undertaken with vigor. 

Respectfully submitted. 


BERNHARD ROSEE. 
x 








